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0 ARIZONA CORPORATION COMMISSION 

Arizona Corporation Commission 
DOCKETED 

You must complete ALL items in the application according to the instructions provided. If you 
have any questions regarding the application please call (602) 542-425 1 for Staffassistance. 

M ORDER TO PROCESS YOUR APPLICATION 
PLEASE FORWARD Tff E URICXNAL 

AND THIRTEEN COPIES OF THE 
APPLICATION PLUS 

THREE PACKETS OF THE SUPPORTING 
DOCUMENTATION TO: 

ARIZONA CORF'OW~ON C0h"fISSION 
DOCKET CONTROL CENTER 

1200 WEST WASHINGTON STREET 
PHOENm, AWONA 85007 

1 
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Arizona CatpMation commission 
Am: Docket Control Center 
Room 130 
1200 West Washington Stmet 

a 
Phoenix, AZ 85007-2927 

1. Joe Cordovgtaa 1460 West Road 4 North C h o  Valley, AZ 86323 
(This is not a nuding address) 

2. Joe Cordovana, Po h 3 150 Chino Valley, AZ 86323 
3. Appatoosa Water Company provides water service to Appaloosa Meadows 

Subdivision in Chino Valley, AZ in Yavapai County. The quest for b h g  
approval is to construct a 500,800 water storage tank and inmrpmk this new 
storage system in conjunction with the existing. Per ADEQ and ADWR Rules and 
Regdations, each water system shall maintain mough storage capar;ity to *ply 
its customers two days of waim at a mininnum pressure of 20 jx4 in the event of an 
ele.chical or mechanical fhiiure. The amount requested for approved 6nmcing is 
$855,193.00 to construct this required system, provide B emergency gmmatur snd 
to extend the main line to the service area to the North of R d  4 North. The 
financing will become a debt of the company with principal and inkrest payments 
to be cdculated by “WIFA” as prime rate x subsidy rate iadex to be assigned tu 
the loan applicatiOn made to ‘ W A “  &er that appfidon is made. 

4. NfA There is no expected grass proceeds or issuance of expenses. 
5 .  Please review the documents contained h Exhibit A, these documents will 

provide a complete description of the expedtures of this Fimchg Approval. 
6. This Financing Approval Application is made by J o e  Cordovana, the owner of 

Appaloosa Water Company and is well within the corpuntte powers of Joe 
Cordovana. This Financing Approval is compatible with the public hterest, sound 
financial practices, and compatibk with proper performance as a public service 
corporation and will not impair, ody improve its ability to perforin tbat service. 

7. N/A 
8. Please refa to the dwwnents contained in Exhibit A, Exhibit B aud Exhibit C. 
9. Please refer to the documents in Exhibit B 
10. Please refer to the documents in Exhibit C 
1 1. This application is complete, One (I  Ori@ d Sixteen (16) copies. 

I. 



fimlicatioo Information Rearding Arizona Rev .~ed Statu t a  40-301 and 40-302 

The application for financing approval pursuant to Arizona Revised Statutes 40-301 and 
40-302 shall include the following information: 

1. The applicant’s exact name and the address of its principal business office. 

2. Name and address of the person authorized, on behalf of applicant, to receive 
notices and communications regarding the application. 

3, ,,A fidi description of the fmancings (debt or equity) proposed to be issued 
showing the kind, nature, and amount, the interest or dividend rate if any and its 
fiequency, date of maturity, call features, voting privileges, and other detailed 
information regarding the f i m i n g  itself. An explanation of whether the assets 
of the company will be encumbered by the financing (eg. bank loan that is 
secured by company assets). I f  the financing is debt then provide a schedule of 
interest and principle payments. If the financing is a line of credit then provide a 
schedule of expected draw clowns. Provide a description of the proposed method 
of issuing and selling the financing, including any special distribution rights to 
existing holders of the company’s securities. 

qs A statement showing the expected gross proceeds, issuance expenses, and net 
proceeds from the issuance and sale. 

5, -A complete description of the uses of the net proceeds, including descriptions of 
plant, property, or other assets to be acquired. Provide any capital expenditure 
budget that supports the proposed use of proceeds. 

6. A statement that demonstrates why the financing is: 

a. Within the corporate powers of the applicant; 

b. Compatible with the public interest; 

c. Cornpati &le with sound financial practices; and, 

d. Compatible with the proper performance by the applicant of service as a 
public service corporation and will not impair its ability to perform that 
service. 

7. The name and address of any person receiving, or entitle to, a fee €or service in 
connecfjon with the issuance OF sals of the financing and a demonstration &at 
such fees do not exceed customary f&es for such service in an arms-length 
transaction and are reasonable. 

8. Provide a copy of any dwurnents to be executed in the matter. 



, ) I  ‘ . .  

9. Provide the most recent balance sheet and income statement showing booked 
amounts and pro forma adjustments to record and show the effect of the 
transaction. Provide any other statements (such as pro forma statements fiom 
prior periods) that would demonstrate that the security issuance and sale is 
consistent with sound financial practices. 

10. The Commission requires the Company to notice customers of the financing 
application. Attached is a copy of the notice to be used. Fill in the notice’s 
blanks and either insert a copy of the notice in customers’ next bill or have it 
published at least once in a newspaper of generat circulation in the area in which 
the company serves. Please send proof of noticing to the Commission. Proof 
consists of the dated bill insert, a copy of the notice as it appeared in the 
newspaper or the receipt fiom the newspaper showing the date the notice is to be 
published. 

. 11. Submit an original and thirteen (13) copies of the application and three (3) copies 
of the supporting documents to the following: 

Arizona Corporation Commission 
Docket Control Center 

1200 West Washington Street 
Phoenix, Arizona 85007 

I. 
2 



EXHIBIT “A” 



Page 1 of 2 

b 

eogh Engineering, fnc. 

From: “Nancy L. Sandoval” <Sandoval.Nancy@azdeq.gov> 
Date: 
To: cdennis@keoghengineering.comb 
Attach: STORAGE TANK CHECKLIST.xls 
Subject: Fw: Appaloosa Water Company 
Dear Wlr. Keogh; 

Thursday, January 21,2010 9:47 AM 

Here is the first e-mait correspondence that sent to Tony Cordovana. 

Lou Sandoval 

From: Nancy L. Sandoval 
Sent: Tuesday, December 15,2009 12:35 PM 
To: ‘tony wrdwana’ 
Subject: RE: Appaloosa Water Company 

Dear Mr. Cordovana; 

Thank you for sending me this information. Here are the regulations regarding storage tank size for water 
systems: These regulations can also be looked up on-line on the Secretary of State website, or I can 
walk you through the steps to find these regulations on the web. 

Arizona Administrative Code, Title 18, Chapter 5, Section 503, A and B. “A. The minimum storage 
capacity for a CWS (community water system) or a non-community water system that serves a residential 
opulation or a school shall be equaJ to the average daily demand during the peak month of the year. 

Storage capacity may be based on existing consumption and phased as the water system expands. B. 
The minimum storage capacity for a multiple-well system for a CWS or a non-community water system 
that serves a residential population or a school may be reduced by the amount of the total daily 
production capacity minus the production from the largest producing well.” 

The drawing didn’t identify if you have one well or two, and how much it (they) pump. Basically what that 
says for your water system, since it is a CWS is that the minimum of storage required shall be equal to 
the average daily demand during the peak month of the year. For instance if your service connections 
each use 500 gallons per bay in the summer (the osuaj peak months of the year of course are May, June, 
July, August and September) and you have, or will have 1000 service connections then you would need a 
500,000 gallon storage tank. Then the storage tank size would be increased for fire flow based on the 
local Fire Marshall recommendation for flow and duration [usually 2 hours, 1000 gallons per hour). This is 
if you have one well. If you have two wells supplying the storage tank then the size of the tank can be 
reduced, as it states in “B”. Based upon what you told rne over the phone, it sounds like a 431,000 gallon 
storage tank will be plenty large enough. The danger of making the tank too large is that if there is not 
enough circulation from incoming and outgoing water in the tank, stagnant water could develop and you 
might stad getting positive Bac-T results. 

e 

\ I have attached a check list which we use to aid us Engineers in our review. Ttiis will give you and your 
design Engineer an idea of what we require on the plans and in the submittal package. ATC applications 
and fee schedule can be found on our website www.azdea.aov. If you would iike assistance finding this 
informagon 1 would be happy to help you find it on our website. 

If you have any questions, please do not hesitate to contact me by phone or e-mail. We can also 
scheduIe a meeting here in the Phoenix oftice. 

w i n c e r e l y ,  

Lou Sandoval 

602-772-4672 
nlrn@azdeq.gov 

mailto:nlrn@azdeq.gov
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5 r 
6 Do you have a Complimux dwatsr system Doc.? (when applicable) 

Does the pperwork have a Watsr SBsvice Agreement? (usudy 



19 . 
20 I& tha-e bedding detail for tank formdation shown? 

IIs then u overflow oillt with dash pad md screening (#16 mesh)? 

I Oaestioo I 

.. . 



Keogh Engineering, Inc. KEOGH 14150 w. McDowell Rd. Gdvc?nr Aritnna 85395 

Civil Enaineers I Land Survevors 

26 January 2010 

Joe Cordovana 
Josal Enterprises Inc. 
1228 W. Road 4 North 
Chino Valley, AZ 85323 

Re: Appaloosa Water Company 
New Storage Tank and Water Line 
Extension Cost Estimate 
Keogh Job No. 19059 

Gentlemen, 

The following is an engineers cost estimate for the design and installation of a new 
storage tank and water line extension for Appaloosa Water Company. 

- TANK 

ouantity 

1 EA 

80 L.F. 

60 L.F. 

2 EA 

2 EA 

1 EA 

1 EA 

1EA 

IEf i  

- Item 

522,100 gal. Storage Tank w/ fittings 
(per Allstate Tank) 

8" D.1.P. 

4" D.I.P. 

8" G. valve 

4" G. Valve 

Engineering Design 

Construction Staking 

8" Solenoid Valve 

Site Preparation 

- Unit 

L.S. 

30.00 

20.00 

500.00 

250.00 

15,000.00 

7,500.00 

4,500.00 

15,000.00 

294,003 .OO 

2,400.00 

1,200.00 

1,000.00 

500.00 

15,000.00 

7,500 .OO 

4,500.00 

15,000.00 



.. 
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30.00 17,400.00 580 L.F. 8" CMU Wall 

2 EA Generator w/Propane Tank 

2 EA Electric Panel 

25,000.00 50,000.00 

15,000.00 30,000.00 

1 EA 4" Solenoid Valve 3,000.00 3,000.00 

L.S. 34,360.00 I EA Taxes 

1EA Permits/Fees L.S. 30.237.00 

Total 
20% Contingency 

506,136.00 
6O7,3 63 .OO 

PHASE I WATER LINE EXTENSION 

1930 L.F. 8l' D.I.P. 

6" x 8" Reducer 

8" GVB & c 
Fire Hydrant Complete 

Engineering Design 

Construction Staking 

Taxes 

Petmiflees 

30.00 

350.00 

57,900.00 

350.00 1 EA 

2,000.00 4 EA 500.00 

3,000.00 3,000 .OO 1 EA 

2,500.00 

2,500.00 

2,500.00 1 EA 

1 EA 2,500.00 

5,060.00 1 EA L.S. 

L.S. 1 EA 4.500.00 

Total 
20% Contingency 

77,810.00 
93,372.00 

PHASE 11 WATER LINE EXTENSION 

3010 L.F. 8" D.I.P. 30.00 90,300.00 

. .  
EICI IEERIWB, INC Keogh Engineerlng, Inc. 



I 
~ 6 EA 8" GVB & C 

4 EA Fire Hydrant Complete 

1 EA Engineering Design 

1 EA Construction Staking 

1 EA Taxes 

1 EA Permit/Fees 

500.00 

3,000.00 

4,000.00 

3,500 .OO 

L.S. 

L.S. 

Total 
20% Contingency 

Grand Total with 20% Contingency 

0 YoursTruly, f 

Dennis F. Keogh,P.E.,R.L.S. 

3,000.00 

12,000.00 

4,000.00 

3,500.00 

8,424 .OO 

7.491 .OO 

128,715.00 
154,458.00 

855,193 .OO 

ta 

0 

EI6lUEERlHe, I I C  Keogh Engineering, Inc. 
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Appaloosa Water Company W-03443A 

The installaticm of a new storage tank, the boundary and topograrphicaX survey of 
starage tanks, site and water line exteasion, upgrading of existing tank, electric generator 
system and staking of new tank and water l i e  WoTk will put Appaloosa Water Company 
in c o m p l i i  with Arizona Administraton Code, Title 18, Chapter 5, Section 503. 

An increase in the current rate wil l fhcilitate this need and will not encumber any assets 
of the company. 



Appaloosa Water Company W-03443A 

Expected assets to be acquhd : New storage tank and water lines 
Electric generator system. 
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EXHIBIT “B” 



APPALOOSA WATER COMPANY W-03443A 

APPALOOSA WATER COMPANY 
FINANCIAL REVIEW AND ANALYSIS 

Appaloosa Water Company a s d l  water utility company with 265 customers has 
had complaints of inadequate and/or non-provision of services. In order to achieve 
service the Company and customers desire, certain steps to correct any inadequacies need 
to be taken. The Company has had consultations on how to provide the necessary 
services and to plan for and provide for any possible future growth of the company. 

The findings for this company were compiled with historical income statements 
and balance sheets. Recommendations are based on the Company’s size and the limited 
a~~~abj1it-y of funding for the project. It is found that in order for this company to be in 
compliance with ADEQ and for the future growth comultants for the company have the 
following recommendations: current equipment be upgraded; a new 500,000 gallon 
storage tank, the boundary and topographical m e y ;  site and water line extension; 
electric generator system, staking and labor. 0 

The compliance related issues with ADEQ along with any anticipation of future 
growth for this company clearly indicates the requirement for this project. The company 
in order to complete this project will have to take on long-term debt. The long-term debt 
of $1,595,668 includes the consolidation of the current long-term debt the company has. 

The interest on the debt at 4.5% will carry an interest expense to the company of 
approximately $60,000 per year. If the Company can procure the loan at a lessor rate of 
interest it will considerably benefit the customers by reducing the rate increase. The 
company’s historical earnings before dqnxiation and interest are positive. For the 
consideration of long-term debt the forecasted revenues based on rate increase of 
customers cost will insure the earnings before interest and depreciation continue a 
positive cash flow. The Company’s recurring expenses have not experienced any 
significant fluctuations. Balance Sheet items are based on historical amounts and with 
the acquisition of new long-term debt the worth of the company is not understated nor 
overstated. 



APPALOOSA WAllER COMPANY W-03443A 
FORECASTEXI STATEMENT OF PROF’IT AND LOSS 

I 2007 2008 2009 2010 

, SALES 
WATERSALES 142,489 I 136,307 I3 1,153 190,464 

TOTALSALES 162,489 136,307 131,153 190,464 

COST OF aOODS 0 0 0 0 

OROSS PROFIT 136,307 131,153 190.464 

OPERATING EXPENSES 
BANK 60 60 60 60 
INSURANCE 4 3 0  4,200 a200 4,200 
OFFlCE SUPPLIES 2304 5304 2,304 2304 
PAYROLL EXPENSES 3,060 3,060 3,060 3.060 
SLARIED EhlpMyEEs 40,000 40,m 40.000 40,000 
POSTAGE 2,160 2,160 2,160 2,160 
PROFFSSiONAL FEES 22,776 22,776 22,776 22,776 
RENT 9,672 9,672 9,672 9.672 
MANAGEMENT 5,328 5.328 5,328 5,328 
WATER ANALYSIS 3,480 3,480 3,480 3,480 
SECURITY 264 264 264 264 
D m  516 516 516 516 
SUPPLES 480 480 480 480 
Ul-ILlTES 16,836 16,836 16,836 16.836 

TOTAL WERATNG EXP I 11,136 111,136 111,136 111,136 

EARNRJOS BEFORE TAX,RJTPE,P 5 1,353 25,171 20,O 17 79,328 

WEREST 0 
DEPRECIATION 53577 

0 
53,340 

0 
55,759 

60,OOa 
89,%7 



APPAIXHISA WATER COMPANY W-03443A 
BALANcEsHEm * 2010 

0 
ASSETS 

CURRENT ASSETS 277,102 276,1S6 288,195 288,195 

TOTAL CURRENT ASSETS 277,102 276,156 288,195 288,195 

FlxEDASSETs 
P L A N T & E Q U K " T  
PLANT&EQuIPMENT 1,326,484 

LESS ACCUMULATED DEPRFClATION 270,370 

855,193 
1,454.509 1,454,509 

379,469 453,593 

TOTAL FiXED ASSETS 1,056,114 1,002,774 1,075,040 1,856,109 

LIABlLiTIES AND STOCKHOLDERS EQUEY 

CURRENTLIABLlTES 11211 3,825 6,758 6,758 
PAYROLL TAXES PAY ABLE 765 765 765 765 

_. 2 TOTAL CURRENT LIABlLITIES 11,976 7,523 7,523 

LONG TERM DEBT 607,655 602.240 740,475 1,59S,668 

TOTAL LONG TERM DEBT 607,655 602,240 740,475 1,595,668 

1,603.191 0 TOTALWABlLlcTxlES 619,631 606m 747398 

STOCKHOLDERS EQUITY 
ADDITIONAL P A D  IN CAPITAL 804,471 
COMMON STOCK 2,000 

RETAINED EARNWGS(AC=ATED DEFICIT) (92,886) 

804,471 
ZOO0 

(134,371) 

804,471 804,471 

(191 341 (265,358) 
2,000 2,000 

TOTAL STOCKHOLDERS EQurnr 713,585 672,100 615,237 539,113 
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AFFIDAVIT OF PUBLICATION 

STATE OF ARIZONA ) 
County of Yavapai ) 

I, Aileen Kemper, being first duly sworn on her oath says: 
That she is the Classified Coordinator of PRESCOTT NEWSPAPERS, 
INC., an Arkma corporation, which owns and publishes the COURIER, 
a Daily Newspaper published in the City of Premtt, County of Yavapai 
that the notice attached hereto, namely, 

PUBLIC NOTICE OFAN APPLICATION FOR AN ORDER 
AUTHORORIUhlC THE lssuAIvCE Of A DfB7 INSTRUMENT 
BY APPALOOSA WATER COMPANY 

has, to the personal knowledge of affidavit, been published in the news 
paper aforesaid, according to law, on 30 day of JAN, 2010 to 30 day o€ 
JAN, 2010 both inclusive without change, interruption or omission, 
amounting in all 1 insertions, made on the following dates: 
JAN 30,2010 

By: 

By: 

Dated this 30 Day of JAN, 201 

3 

Notary Public 

My commission expires: 
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rr. ARIZONA CORPORATION COMM 
' t  

RATE APPLICATION 
FOR WATER COMPANIES 

WITH ANNUAL GROSS OPERATING REVENUES 
(INCLUDING REQUESTED RATE RELEF) 

OF LESS THAN $250,000 

Details at website: www.azcc.gov 
PER ARIZONA ADMINISTRATIW CODE R14-2-103 

& I  0 
-\ . . - -4 TEST YEAR ENDED 

Required invoices to be submitted are listed in the checklist on page 1. 
-.-c---- 

You must complete ALL items in the application according to the instructions provided. I f  you have any 
questions regarding the application please d l  (602) 542-4251 for Staff assistance or see our website at: 

www.azcc.giov 

~ 

IN ORDER TO PROCESS YOUR APPLICATION 
PLEASE FORWARD THE ORIGINAL 

AND FIFTEEN COPIES OF THE 
APPLICATION PLUS 

THREE PACKETS WITH COPIES OF 
CHECKLIST ITEMS 5-1 1 (PAGE 1) 

ARIZONA CORPORATION COMMISSION 

1200 WEST WASHINGTON STREET 
PHOENIX, ARIZONA 85007 

DOCKET CONTROL CENTER _ "  

http://www.azcc.gov
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5 NARRATIVE DESCRIPTION OF APPLICATION FOR RATE ADJUSTMENT 
T 

Instructions: 

Please provide the reasons for your requested rate adjustment by checking the appropriate box(es) below. I f  
desired, the Company may also attach a written narrative regarding its reasons for the requested rate 
adjustment. Your narrative may also include efforts made by the utility to control costs/expcnscs and/or 
mitigate the amount of rate adjustment. 

Changes in current, compared to past operations, that necessitate the rate adjustment 

W D e s c r i p t i o n s  and/or calculations of adjustments made to amounts that are included in this 
application that are different than amounts recorded in your books/ledgers (pro forma 
adjustments) 

Significant factors influencing your revenues, expenses and/or rate base 

Anticipated growth/decline in customers expected in the next two years, the amount o f  
anticipated construction to serve those customers, and how financed; the type of customers 
served by the utility, e.g. residential, irrigation, small retail businesses, large coininercial, etc. 

Anticipated construction 

II, PX - 

3 
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* + . a Efforts made to encourage conservation of water through the proposed 
other means 

rate design or through 

c] Other factors 

~ __ ~. 

A ttriclt additiomal pages as necessary. 

4 



1. Increase in postal rates to mail out billings each month. Purchase of 
software for billing and reporting documentation to comply with 
regulations. Increased property taxes. 

2. None known. 
3. Anticipated costs of construction for a new storage tank, electrical 

generator system, new meters that are freeze resistant and with newer 
technology for the aging meters that insure the reduction of water loss in 
Phase I and Phase II. Arsenic removal. 

4. No growth/decline is anticipated a t  this time. 

5. New storage tank, electrical system, replacement of meters and 

6. Current water supply does not meet fire flow and peak usage 
maintenance of current equipment. 

requirements. The new storage tank and new electrical system are needed 
to comply with requirements. This new upgrading will insure the 
customers of no interruption of services in case of an electrical malfunction 
or outage. Backup storage will cut waste water. The efficiency of the new 
meters will help prevent water loss, lower the costs of maintaining the 
aging meters and obtaining more reliable information on water usage. 

7. The current collection for the arsenic costs is not adequate for the yearly 
cost for the treatment. 



-- . 
COMPANY NAME: rQ 

AFFILIATE RELATIONSHIP 

Please indicate a yes or no answer to the questions below and provide an explanation where necessary. 

A parent-subsidiary relationship, or affiliation, with another entity includes Corporations. 

Partnerships, Sole Proprietorship, Limited Liability Companies (LLCs), as well as common ownership of 

a water company and another entity, such as a development company or wastewater company. 

Are any assets owned jointly with any affiliated or subsidiary entities? 

0 YES $No 
If Yes, please provide a description of each joinlly owned asset, it's cost, and the percentage of the 

asset owned by the utility. (Please note the amounts reported on pages 12 and I5 should only include the 

percentage of plant owned by the utility.) 

Were any of the assets constructed or acquired from an afflliated or subsidiary entity? 

0 YES gN0 
If Yes, please identifjl the affiiiated entity, the relationship with the utility, and a detailed listing of 

all transactions reflected in the Plant accounts. Also include detail for other balance sheet accounts, such 

as Advances, Contributions in Aid of Construction, inter-company payables and receivables. as well as 

affiliated revenues and expenses from the Company's Income Statement. 

5 



< 

STATEMENTS IN SUPPORT OF RATE REQUEST 

Complete the following statements in support of your rate request. 

I.&&+ C/ (the "Company") requests an adjustment in the 
existing rates charged by the Company. The information contained in this application is based upon a 

twelve-month Test Year ending (mm/dd/yy). The Company had total operating 
metered and -+- un-metered 

I &I / 3 1 I /  0 

revenues of $ ,' /yqSg&-. served . 337 -- - 
customers, and sold 2 1, .b 8U- 9 4.6 gallons of'water during the Test Year. 

The Company is requesting a(n in revenues in the amount of $ 

Total annual operating revenues, if the Company is granted the rate adjustment, will be $ 

The Company is current on all property taxes. YES 0 NO 

The Company is current on all sales taxes. RYES 0 NO 

Plan Tariff on file with the Commission WS 0 NO 

Tariff on file with the Commission. @YES 0 NO 

The Company currently has a Curtailment 

The Company currently has a Backflow Prevention 

The Company notified its customers of its application for a rate adjustment on 

(mdddyy). A COPY OF THE NOTICE WITH A NOTARIZED COVER LETTER STATING 

THE METHOD OF CUSTOMER NOTIFICATION, AS WELL AS THE DATE OF THE 

NOTIFICATION, MUST BE ATTACHED. (See page 32) 

By completing this application in support of the Company's request for a rate adjustment, the Company 

realizes that Original Cost Less Depreciation ("OCLD') plant information will be used to determine the 

fair value rate base, Le., the Company waives the right to Reconstruction Cost New. 

6 



: The utility company ownership is one of the following: 
. 0 Sole Proprietorship 

0 Partnership 

6;4 ~ ‘ 1  Corporation 

0 t l ~ t l  Corporation 

0 Limited Liability Company (“LLC”) 

0 Association--Cooperative 

0 Other, please specify: 

Note: If a corporation, please list stockholders and the respective number of shares owned below. 

Stockholders Number of Shares Owned 
- 

I have read and completed this application, and to the best of my knowledge all of the information contained 

herein, and attached to this application, is true and correct. 

Name of Authorized Representative (print): 

Date: Q/f . v/ // 
E-mail Address: .T,,c Q ’3’ cRa. 7 , C O M  

Website Address: N / A  

Company Name: 

7 



I 6" Meter 1 

Commodity Charge in 
Excess of Minimum 

(Charge Per 1,000 Gallons) 
' First Tier 

I . 
I 

I 

D PROPOSED RATES AND CHARGES 

I CUSTOMER CLASS: Residential 0 Commercial Industrial 

0 Irrigation KAll 0 Other, specify 

CURRENT RATES PROPOSED RATES 

I 1 MINIMUM OR SERVICE 
CHARGES 

GALLONS 1 %  I $ 

I 
I 518" x 314" Meter l I 25 for a 

314"Meter 1 I e for I a5 
1 " Meter I I $4467 for e- 83.3 Y for -& I 

1 - 112" Meter I I I g3*33 for 8- 
2" Meter 

3" Meter 

4" Meter 

I 

for + 
for 

/b&6#  66f0r 

5 3 3 e  3 y 
833,3 y -8- 

GALLONS IN EXCESS OF 1 MINIMUM 

~ 

1 r--- - I I 

Second Tier 
~ -~ 

Third Tier 

FLAT RATE I PerMonth I $  $ I Per Month I 
I I I I I 

Note: urates and charges vary across customer classes, duplicate the form and complete one for each rate 
class. (e.g., residential, commercia0 unless "All" is checked. 

9 



. Test Year Ended: a d  COMPANY NAME: b,lo osa,ua&! h - m u Q / L c L A  
Name of System: && 1' o o s a  luc, 6, ADEQ Public W2ter System Number: 
b-03 Y J3 4)- -0s - 03 L3 

1 - 
/3go 8 - 

CURRENT AND PROPOSED RATES AND CHARGES 

Commodity Charge in 
Excess of Minimum 

(Charge Per 1,000 Gallons) 

First Tier 

Second Tier 

Third Tier 

FLAT RATE 

CUSTOMER CLASS: $3 Residential 0 Commercial Industrial 
1 

, 
3/4" ItlekC' 

Rate Gallons 
I 

!$ b5Q Upto 3000 !€I 3 . 0 0  Upto 3066 

3 ,oo 300l to 7000 $ Y t o d  SOD1 to ?oOd 

J,?o Over 7680 $ 5, Over 7 d ~ o  

$ 

$ 

$ R/ / f i  Per Month 
$ W A  PerMonth 

0 Irrigation 

MINIMUM OR SERVICE 
CHARGES 

518" x 314" Meter 

314"Meter 

1 " Meter 

1-112" Meter 

2" Meter 1 
3" Meter 

4" Meter 

6" Meter 
1 I 

GALLONS IN EXCESS OF 

0 All 0 Other, specify 

CURRENT RATES PROPOSED RATES 

I $ GALLONS 

25 for -8- 
for 25 

83.33 for 1 
for 

for + 

133133 

866.67 

4/6. S7 for T+ 

I for .&- 833.33 

Current Rates . 

$ GALLONS 

for p 50 

g3b 3 J for 4T 

/66, 6 6  for & 

2 6 S e  66 for & 

r33.3 Y for -4Y 

6 b b , & 6  for& - 

Proposed Rates 

Gallons Rate 

Note: If rates and charges vary across customer classes, duplicate the form and complete one for each rate 
class, (e.g., residential, commercial) unless "All '' is checked. 
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, 

/ 
Deposit Interest Yo Yo 

Re-establishment (within 12 months) $ $ 

NSF Check $ $ 

Deferred Payment YO YO 

Meter Re-read $ $ 

Late Fee $ $ 

. 
COMPANY NAME: SA- UO, k r  ce3nyuy Test Year Ended: -## 

ADEQ Public Water System Number: 132s 

1u O3 yy34 -'8 '*3C!&ENT AND PROPOSED SERVICE CHARGES 

CUSTOMER CLASS: Residential 0 Commercial 0 Industrial 

[? Irrigation AI] 0 Other, specify 

SERVICE LINE AND METER 
INSTALLATION CHARGES 

18" X 314" Meter 

' p c ~ l . . %  r&.n w 
CURRENT PROPOSED 
CHARGES CHARGES 



. .  

. 
00 ,5 0. 00 Establishment $ $ 

Establishment (after hours) $ ,5oC DO $ l @ , O U  

IbOlOO Reconnection (delinquent) $ 30,OO $ 

Reconnection (delinquent) after hours $ c;O‘DO $ Ino,60 

CUSTOMER CLASS: &Residential 0 Commercial 0 Industrial 

c] Irrigation @I] 0 Other, specify 

SERVICE LINE AND METER CURRENT PROPOSED 1 INSTALLATION CHARGES 1 CHARGES 1 CHARGES 

h F  fm a $ 
Meter Re-read ce ut p 

Per- Late Fee $ 414 - 2 - L l O 3 C . o )  - 
Note: Ifrates and charges vary across customer classes, duplicate the form and complete one for each rate 
class. (e.g., residential, commercial) unless “All” is checked. 
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.- Test Year Ended: J CO’MPANY NAME: b#p GclQ ~ S a - U ( J - s p ~  & 
i /  ADEQ Public Water System Number: 

Year 2 0  1 0 Acct. 
No. 

30 I Organization 

Description 

Add itions Retirements 

Year 
- 

Additions Ret iiem cnts 

330.2 ~ PressureTanlts 

3 02 

303 

304 

307 

311 

320 

320. I 

320.2 

~~ 

33 1 Transmission &: DistribrMains 

~- 

Flanch ises 

Land & Land Rights 

Structures gt Improvements 

Wells & Springs 

Pumping Equ ipinent 

Water Treatment Equ ipment 

Water Treatment Plants 

Solution Chemical Feeders 

330 

330.1 

1 TOTAL WATER PLANT 

Distribution Reservoirs & Standpipes 

Storage Tanks 

I 1 1 1 I I 

333 

334 

335 

336 

339 

340 

340 1 

34 1 

343 

344 

345 

346 

347 

348 

~- 

~ 

I 13 

A’ole: Enter cill additions and retirements, by year, from the prior fesf year tlirough flie erid of the currcrtt test jwie 
E n f u  the fo fdy j iw  the niidifions rind retirements for d l  intervening years on page 14, Columns B irnd C, respccfisely. 
Muhe copies ofthis p u p  as neeiied. 

~ 

Services 

Meters & Meter Installations 

Hydrants 

Rackflow Prevention Devices 

Other Plant & Mix.  Equipment 

Office Furniture & Equipment 
- 

Computers & S o h a r e  I ,  500 
‘I’ransportation Equipment 

Tools, Shop & Garage Equip. 

Laboratory Equipment 

Power Operated Equipment 

Cornmiinkation Equipment 

Miscellaneous Equipment 

Othcr Tangible Plant 

~ 



. 

33 1 I Transmission & Distrib. Mains I I I I 

COMPANY NAME: bp oscLUwT~,+'- Li  Test Year Ended: 12/31 12.0 / 0 

333 I Services I I I I 

No. 

301 

302 

303 

304 

307 

31 1 

320 

320.1 

320.2 

330 

330. I 

330.2 

334 

Description Year -8 Year 9 
Additions Retirements Additions Retirements 

Organization 

Franchises 

Land & Land Rights 

Structures & Improvements 

Wells & Springs 

Pumping Equipment 

Water Treatment Equipment 

Water Treatment Plants 

Solution Chemical Feeders 

Distribution Reservoirs & Standpipes 

Storage Tanks 

Pressure Tanks 

335 

Meters & Meter Installations 

Hydrants 

Backflow Prevention Devices 

Other Plant & Misc. Equipment 

Office Furniture & Equipment 

Computers & Software 

Transportation Equipment 

Tools, Shop & Garage Equip. 

Laboratory Equipment 

Power Operated Equipment 

Communication Equipment 

Miscellaneous Equipment 

Other Tangible Plant 

336 

ra t i ' ,dS  339 

340 

340.1 

34 1 

343 

344 

345 

346 

347 

348 

1 /as,oas 1 TOTAL WATER PLANT 

Note: Enter all additions and retirements, by year, from the prior test year through the cnd of the current test ycnr. 
Enter the totals for the additions and retirements for all intervening years on page 14, Columns B and C, respectively. 
Make copies of this page as needed. 
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Dcsci-iption 1 No. 

I I 
30'1 Organkati on 

302 Fmncliises 
- 

304 X tnichires C% Tmprovcrnents 

307 Rklls & Springs 

311. PuuiipinE Equrpnicnt 

320 Water Trwtiiienl Fqwpinenl 

320.1 Watcr Trcmient Plants 

320 2 Solution Clmrucal Feeders 

330 Disllibution Reseivoirs & Standpipes 

330.1 Storagc Tanks -1 



I .  . 

I 1 TOTAL WA'J'ER PLANT I I 
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T)csc+f ion I .ccf. 
I No. 

320 1 Watcr Trcahncnt Plmts 

'320 2 S o l ~ ~ t ~ o n  Chcniical Feeders 4- Disl_rjhiition - Rescrvoirs & Standpipes - 
330 1 Slomge Tanks 



.' COMPANY NAME: Test Year Ended: /v- 1 / 10 
i , Name of System: Q Public Water System Number: 

1 

Plant in Service Total Total 
Per Prior Decision Additions Retirements Description Acct. 

No. 
Column A Column B Column C 

Test Year End 
Total 

Column D* 

335 I I Hydrants I yx;9?6 I 

30 1 

302 

303 

304 

307 

31 1 

320 

320.1 

320.2 

330 

330. I 

330.2 

33 1 

333 

334 

Organization 264 
Franchises &z 09 9, .3 0 4  
Land & Land Rights 3.1 6 I 3, 161 
Structures & -~ Improvements lo 7 0  51 67, 041 
Wells & Springs ,? li'.al% 73,293 a.3g.5 !q 
Pumping Equipment 94. 131 q 4  1.71 
Water Treatment Equipment 

Water Treatment Plants 

Solution Chemical Feeders 

Distribution Reservoirs & Standpipes 43d 100, 438 
Storage Tanks 

Pressure Tanks 

Transmission & Distrib. Mains %q%.1%7 lQ3.085 9 YS,IO > 

Meters & Meter Installations 15.0 5s 15 0.5-5 
Services 

Note: Please refer to the checklist on page 1 for the required attachments related to tlzk scliedule 
* Column D = Colum A i- CoZumn B - CoIum12 C 

336 

339 

340 

340.1 

34 1 

343 

344 

345 

346 

347 

348 

14 

Backflow Prevention Devices 

Other Plant 13 Misc. Equipment 120, 025 ,25,02s 

I,& 0 
Computers & S o h a r e  1 ,  5 00 I . 5 0 0  

Office Furniture & Equipment 

Transportation Equipment 

Tools, Shop & Garage Equip. 

Laboratory Equipment 

Power Operated Equipment 

Communication Equipment 

Miscellaneous Equipment 

Other Tangible Plant E, 14s 2, 3 a 4  !25? 59 



UTILITY PLANT I IN SERVICE 
I I 1 

Description 
Acc t 
No. OCLD Accumulated 

Original Cost Depreciation 
Column A Column B Column C** 

30 1 

302 

303 

304 

Organization 26 (l 42 2 6  
Franchises 2337 Q 3 3 0 7  
Land & Land Rights 3 r w  N/A 3 L 6 l  
Structures & Improvements d7.05 1 b13b , 5.0 (21 5 

307 

3 1 I 

Wells & Springs 23SI514 i 3,3 d lY7/$?l  
Pumping Equipment q I 31 ?3.6$4 4L2.41 

320.1 

320.2 

330 

330.1 

330.2 

33 1 

Water Treatment Plants 

Solution Chemical Feeders 

Distribution Reservoirs & Standpipes I O 4  V3% 23, o I I 724a7 

Transmission & Distrib. Mains 7 %5,/03-  I O  l ..%a- 6 4 3.720 . 

Storage Tanks 

Pressure Tanks 

333 Services 

334 Meters & Meter Installations 

* Must be the same as the amount re orted on page20 
**Column C = Column A - e olumn B 

15 

1% 0 5s a.aq3 /2,16% 
335 

336 

. Hydrants 49-  8 76 16, L13( 32,4q5 
Backflow Prevention Devices 

340 

340.1 

Office Furniture & Equipment i $?so 
Computers & Software I ,  :$ 0 0  1.5 00 0 

34 1 

343 

344 

345 

346 

347 

Transportation Equipment 

Tools, Shop & Garage Equip. 

Laboratory Equipment 

Power Operated Equipment 

Communication Equipment 

Miscellaneous Equipment 

348 Other Tangible Plant 
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* 

WATER COMPANY PLANT DESCRIPTION (CONTINUED) 

I 

W - O3W3A 'COMPANY NAME l4*&5& a u b f  c.@mpw 
Name of System: 

MAINS 
Size (in inches) 

2 
3 

Materiai Length (in feet) 
P K  3 2 9  

CUSTOMER METERS 
Size in inches) Quatiti 

1 1/2 
I 2 I I 

Turbo 3 

Turbo 4 
Comp. 4 

Comp. 6 
Turbo 6 

For the following three items, List the utility owned assets in each category for each system. 

STRUCTURES: J 



Test Year Ended: /x/ss// 0 
.& LADEQ Public Water System Number: 

I Name of System: 
v 

WATER USE DATA SHEET BY MONTH FOR TEST YEAR 

I 

TOTALS * 
I 

What is the level of arsenic for each well on your system? 
(Ifmore than one well, please list each separately.) 

/(, c) mg/l 

If system has fire hydrants, what is the fire flow requirement? /#O GPM for > hrs 
I 

If system has chlorination treatment, does this treatment system chlorinate continuously? 
I ( )Yes (fi No 

Is the Water Utility located in an ADWR Active Management Area (AMA)? 
( )Yes (g) No 

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement? 
( )Yes (QNo 

If yes, provide the GPCPD amount: 

Note: Ifyou are.firing for more than one system, please provide separute datu sheetsfor each system For qlanation of nny of the 
above, please contact Engineering at 602-542- 72 7% 

* This number must be equal to the number entered on Page 6, "sold gallons " 
** Gallons pumped cannot equal or be less ihan thegalrorPs sold 

18 



I 

COMPARATIVE STATEMENT OF INCOME AND EXPENSE 

PRIOR YEAR Acct. OPERATING REVENUES 
No. 

461 Metered Water Revenue $ }30,353 

474 Other Water Revenues 5360 
TOTAL OPERATING REVENUES $ 13Ji53 

460 Unmetered Water Revenue 

TEST YEAR 

1 3 3 , ~ b O  

r#aS 
$ 1Lf0,g.gg * 

I 

OPERATING EXPENSES 
Salaries and Wages ( S e e  page 1, item 4) 60 1 

419 

42 1 

426 

427 

Insurance - General Liabili 

Interest and Dividend Income $ $ 

59 I u p  - -  

I Y.? - - -- 

Non-Utility Income 

Miscellaneous Non-Utility Expenses 

Interest Expense ( 937) 
TOTAL OTHER INCOME/(EXPENSE) $ ( 7  3 0) $ 

NET INCOME/(LOSS) $ c y  . a 258)  

\ -  

I I OTHER INCOME/(EXPENSE) I 

Note: Do not includr sales tax in revenue or q e n s e .  Please refer to the checklkt on page 1 for  the required attachments related 
to this schedule 
* This number must be identical to the number entered on page 6 "total operating revenues. I' 

19 



CALCULATION OF DEPRECIATION EXPENSE 
Depreciation Deprcria tion 

Acct. NO.. Description Original Cost percelltRge Expcnsc 

302 Franchises a; 30 4 ___ - 
103 Land &Land Rights 3+[ 
304 Structures & linpi ovemenls b v O S /  3.33 
307 Wells Sr. Springs 2 3 8 ,  519 3#33 1/ 2!?!2- 
3 1 1 Pumping Equipment Q y , i 3 f  9, 00 --f 7 530 

Col~nin A**  Colrrntn B c’o/lirPl IC-!(- - 

30 I Organization 2 6  

-- Nl A 

$,23.3 
____~  ~ 

I 

320 Water Treatment Equipment 

320.1 Water Treatment Plants 

320.2 Solution Chemical Feeders -- 
330 Distribution Reservoirs & Standpipes too, Y 3 5 l  2.2 2 2,330 

331 Transmission RC DistTib. Mains 945 /e,= &3d lcj: 4 03 

335 Hydrants 48,537 b %,33 4, 071 

56 I_ 339 Othei Plant & Misc. Equipmcnt 128,025 t&o d * 

340 Officc Furniture & Equipment I, %So - L 6  7 1 s - -  
330 1 Computers &L Software [ (SoO N!& L 5 _ @ ? ?  

330.1 Storage Tanks 

330.2 Pressure Tanlts 

I 

333 Services 

334 Meters Pr Meter Installations 15. 0.55 3,33 50,- 

336 Raclcilow Prevention Devices -- 

_L__ 

I- 

341 Tritnsportatlon Equipmcnt - 
343 Tools, Shop & Clilr-age Equip -- 
344 Laboratory Equipment -_ 
3.15 Powei Operated Equipment 

346 Communication Equipment 
I 

20 



COMPANY NAME: %Q oosa b&j-Cf col> Test Year Ended: 010 
Name of System: b o c c  0 0 sa-. zl,,;$x(", ADEQ Public Water System Number: L'2 0 g 

I '  

131 

134 

Acct. I 
No. 

CURRENT AND ACCRUED ASSETS 

Cash $ ,s/949 
Working Funds 

BALANCE SHEET 

135 

141 

BALANCE AT END 
OF TEST YEAR 

Temporary Cash Investments 

Customer Accounts Receivable 

ASSETS 

146 

15 1 

162 

BALANCE AT 
BEGINNING OF 

TEST YEAR 

!4-f L 2x35 NotedReceivables from Associated Companies 

Plant Material and Supplies 

Prepayments 

174 Miscellaneous Current and Accrued Assets 

TOTAL CURRENT AND ACCRUED ASSETS 

_ _ ~  - 

Utility Plant in Service 

Property Held for Future Use 

Construction Work in Progress 

$ I, 457,670 
too L 000 103 

I05 

I 

FIXED ASSETS 

~- 

1 os Accumulated Depreciation - Utility Plant ("AD-UP") 1 ( 2 57 ,y I q) 
121 

122 

Non-Utility Property 

Accumulated Depreciation - Non Utility ("AD-NU") 

' 1, 25CJ56 TOTAL FIXED ASSETS 

I$ I ,  Y53.240 TOTAL ASSETS 

4qt33 

Note: Total Assets on this page should equal the sum of Total Liabilities and Total Capitd on page 22. 
Also, numbers in parentheses should be subtracted. For example, Accounts I08 and 122 should be 
subtracted from Total Fked Assets. 

* Must equal page 15, original cost 

** Must equal page 15, accumulated depreciation 
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. .  

BALANCE AT 
BEGINNING OF 

LIABILITIES TEST YEAR 

BALANCE AT 
END OF TEST 

YEAR 

252 

255 
271 

272 

* Advances in Aid of Construction 
Accuinulated Deferred Investment Tax Credits 
Gross Contributions in Aid of Construction $ - 
Less: Amortization of Contributions ($ 1 

$ 

G c 3 / ! 6 2 l .  
' *  

5 01. I59 
I 

281 

TOTAL LIABILITIES AND CAPITAL I $ J )  4 5 3 , a q o  I $ \,3ai, 399 1 
*Must eqgal page 24, Total Advances in Aid of Construction 
** Must equal page 25, Total Contributions in Aid of Construction 

-~ - 

Accumulated Deferred Income Tax 
TOTAL DEFERRED CREDITS 

$ S O ( ! r ,  z[ . 
- 

$ ?2,S TOTAL LIABILITIES 
- 

22 

201 

2 1 1 
21 5 
21 8 

CAPITAL ACCOUNTS 
Common Stock Issued $ $ 

Paid in Capital in Excess of Par Value 

Proprietary Capital (Sole Props and Partnerships) 

2 , Q O  0 ,000 
Retained Earnings €iL.I#A7 I 7&' l35 

( i 4 7 3  3 )  - I 174,848) 
$ '5 79,2fm $ 7  yo, 339 TOTAL CAPITAL 



SUPPLEMENTAL FINANCIAL DATA 
Long-Term Debt' 

Dollar Amount Issued 

A.R.S. 40-301 requires ACC approval of long-term debt. r f  the Commission has not approved any of the 
I above lonns, then please submit an application requesting approval of the above loans. 

Meter Deposit Balance - Test Year !$ ( *  L 
Meter Deposits Reknded During the Test Year !$ \I* kU---L 

W 

'List all bonds, notes, loans, and other types of indebtedness in which the proceedv were usedin theprovision qfpublic tttility 
service. Indebtedness incurredfor personal uses by the owner of the utility should not be listed. 
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ADVANCES IN AID OF CONSTRUCTION (Acct. 252)' 

NIA 

Additions During Year 

$ I NIA Balance Per Prior 
Decision 

rota1 of Additions 

$ Year a/ 0 
$ 624J68,J j  

Refunds During Year 

$ 
n 

NIA 

Note: Prior Deciswn refers to the bdances per the prior Staff Report rn a&Wdper the final Commission Decision. 

* TotalAdvanccs in Aid of Construction = Balance Per Prior Decision + Total Additions - Total Refunds (cross reference this to 
the Balance Slieet on page 22) 

Advances in Aid of Construction r.fers to the following: 
(I)  Refundable amounts received from a new customer to cover the cost qf a meter and piping from the building io tlie meter 

(2) Refundable amounts received from a customer or a developer for mains, valves, jitfhgs, and additional facilities required 
and the associated installation. 

to provide pressure, storage, or water supply pursuant to a main extension agreement. 
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BILL COUNT WORKSHEET lST QUARTER 

18,OO I lo 20,000 

20,OO 1 lo 25,000 

25,001 to 30,000 

~ ~~ I 8,001 io 9,000 

huFEuF\.uw 2 0  
ttutN\ww %5 

,MI MI \\\\ 17 

9,OO 1 to 10,000 

I0,OOI to 12,000 

80,001 to 90,000 
90,oo 1 to 100,000 

Ovcr 100,000 
(Lis1 actual gallons, 

- 1 I 

30,001 to 35,000 
35,001 to 40,000 
40,001 to 50,000 
50,001 to 60,000 

60,001 to 70,000 

70,001 to 80,000 

Total Bills - 5 73 

27 



. .  

BILL COUNT WORKSHEET 1"" QUARTER 

GALLONAGE 
RANGE NUMBER OF BLLLS 

- 0 -  I l l  
I to 1,000 1111 

111 1 ,oo I to 2,000 

2,001 to 3,000 IN[ 11 
3,001 to 4,000 t c l ~  ~ 1 1 1  

MMml 
nu Nl \\\ 

4,00 1 to 5,000 

5,001 to 6,000 

6,001 to 7,000 'FH\ nr\ \ 
7,001 toX000 I\ 
8,001 to 9,000 tH1rrUM I \  

9,001 to 10,000 \ r \  
10,oo I to 12,000 \I 
12,001 10 14,000 I 
14,001 to 16,000 \ I  
16,00 1 to I 5,000 

18,001 to 20,000 \ 
20,001 to 25,000 

25,001 to 30,000 \\ 

30,001 to 35,000 

35,001 to 40,000 1 

50,001 to 60,000 \ 
40,001 to 50,000 

60,001 to 70,000 1 
70.001 to S0,OOO 

80,OO 1 to 90,000 
90,OO 1 to 100,000 

Over 100,000 
(List actual gallons, 

e g., 120,000) 

Total Bills 

- 
'TOTAL 131LLS 1i'OK 1" 

QUART1211 

3 
4 
3 
17 
! I 5  
15 
)3 

Ib 
3- 
17 
'3 
7 
b 
3- 

I 
3. 

3- 
I 
1 

\ 

__-- 

-- 

- 

- 

____-- 

- 

-- 
I - 

- 

___ 135 

27 



I 

BILL COUNT WORKSIXEET 2N" QUARTER 

4,001 to 5,000 

5,OO I to 6,000 
M n u n u  
M M  

tN N \\\ 2% 
N I"\\ 13 -- 

14,001 to 1 6,000 

16,OO I to 18,000 

18,OO I to 20,000 

20,001 to 25,000 
-~ 

FIunrl"Fluwm 30 

W M N  30 N" ___ 

15 
I\\\ 37 N \HI \~1" 

25,001 to 30,000 

30,001 to 35,000 

3 5,OO 1 to 40,000 

28 

\5 

nu I l l  b 

17 

40,001 to 50,000 

50,001 to 60,000 

00,001 to 70,000 

70,OO 1 to 80,000 

90,001 to 100,000 

Over I00,OOO 
( I A  actual gallons, 

80,001 to 90,000 

c.g., 120,000) 

t#i\ 11 
4 
1' 
3- 

I 
1111 

I1 



.' 
6 

-__I.-I__ 

Test Year Ended: 

2'ld Quarter Ended: 3 $0 1 L-- 
/ 

1 1  

I 

NUMBER OF BILLS 

M i \  

GALLONAGE 
RANG E 

TOTAL BILLS FOR 2"" 
QUA liTE R -- 

--_ (P - 0 -  

111 

1 lo 1,000 

1 ,oo 1 to 2,000 

3 

2,oo I to 3,000 -___- 
3,OO I to 4,000 

4,001 to 5,000 

5,001 to 6,000 

6,001 lo 7,000 

7,OO I to 8,000 

8,OO 1 to 0,000 

9,001 Lo 10,000 

10,001 to 12,000 

12,oo I to 14,000 

14,001 to 1 6,000 

16,OO 1 to 18,000 

18,001 to 20,000 

20,OO I lo 25,000 

25,001 10 30,000 

30,001 to 35,000 
35,001 to 40,000 
40,001 to 50,000 

50,001 to 60,000 

60,001 to 70,000 

70,OO I lo 80,000 

80,OO I to 90,000 
90,oo 1 to 100,000 

Over 100,000 
(List actual gallons, 

C.P.. 120.000~ 

Total Bills 

BILL COUNT WORICSHEET 2N" QIJARTER 

I 1 

nu 1\11 

I I I 

I I \ 

I 

28 



, 

7,001 to 8,000 IN Mu \\\ 

'3,001 to 10,000 

8,001 to 9,000 5. 

I0,001 lo 12,000 \ \ \  
12,001 lo 14,000 111 
14,001 to 16,000 111 
16,001 to 18,000 \ \  

N 
- 20,001 to 25,000 \ \ \  

M.u NII I \ \  
~ 

I8,001 to 20,000 

25,001 to 30,000 

30,001 to 35,000 \ 
35,00 I lo 40,000 
40,OO 1 to 50,000 

50,OO 1 to 60,000 

60,001 10 70,000 

70,OO I to 80,000 

80,OO I to 90,000 
90,001 to 100,000 

Over 100,000 
(List actual gallons, 

e.g., 120,000) 

Total Bills 

13 

\3 
\ %  

% 
'zs 
a 
5 
3 

\ 

- 1 %  

-- 

____- 
--- 

-I- 

_I___ 

___ --I__ _._ 

5 7 3  

29 



Test Year Ended: 

I 

GALLONAGE 
RANGE NUMBER OF BILLS 

Nu MI H I  - 0 -  
1 lo 1,000 FNL IN 1111 

I $0 I to 2,000 nunss \I 

3,001 10 4,000 nu 111 
4,001 to 5,000 

6,001 to 7,000 M M  
7,oo I to 8,000 

8,001 to 9,000 

9,OO 1 to 1 0,000 

c__- -_________ 

2,001 to 3,000 Mny 

M I  

fEs1 111 

Nl 

5,001 to 6,000 

__ 
TOTAL UIL1,S I W K  

3Id QUAR'I'ISI1 
-I__________ 

- 13 
14 
\a  
IO 
13 
5 
6 ___---_ 
16 
d 
5 
5 

- 

- 

_I- 

10,oo 1 Lo 12,000 

12,001 to 14,000 
p+J w( 111 2 3  
111 3 

1 4,OO 1 to 1 6,000 

16,001 to 18,000 

18,001 to 20,000 

3 Ut -- 
111 3 -.__--- 

20,oo I to 25,000 

25,001 to 30,000 I I 

29 

I 
30,001 to 35,000 ( 1  I 
35,001 lo 40,000 
40,001 to 50,000 
50,001 to 60,000 

60,001 to 70,000 

70,001 to 80,000 

80,001 lo 90,000 
90,OO 1 to 1 00,000 

Over 100,000 
(List actiial gallons, 

c.g., 120,000) 

'Total Bills 

-- -~ 

- 133 



GALLONAGE 
RANGE 
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I BILL COUNT SUMMARY 

Over 100,000 
(List actual gallons, 

e.g., 120,000) 

Total Bills Of I O  s/ - ” _I 

31 



CUSTOMER NOTIFICATION 

Appaloosa Water Company has applied to the Arizona Corporation Commission for an 
adjustment in rates. The current rates have been in effect since August of 2009. An 
increase in rates is necessary at this time due to increase in postal rates to mail out 
billings each month, purchase of software for billing and reporting documentation to 
comply with regulations, increased property taxes, construction for a new storage tank, 
electrical generator system, new meters that are fieeze resistant and with newer 
technology for the aging meters that insure the reduction of water loss, arsenic removal, 
landscaping as required by the Town of Chino Valley. Test year results, Appaloosa 
Water Company realized an operating loss of $40,614.00. The Company is requesting a 
revenue inorease of $140,888.00 or 100% of total revenues. Please see the attached 
pages 9 and 11 of the Company’s application for the current and proposed rates. 

The Application is available for inspection during regular business hours at the office of 
the commission in Phoenix at 1200 West Washington Street or online at 
http://edocket.azcc.gov/edocket/ and at Appaloosa Water Company. Please be advised 
that the rates and charges ultimately approved by the commission may be higher or lower 
than the rates and charges requested in the Application. 

Customer input is an important part of the commission’s analysis of the requested 
adjustment and is a factor in determining whether a hearing will be conducted. 
Customers should bring to the Commission’s attention any questions or concerns related 
to the Company’s Application of charges. Customers may have the right to intervene in 
this matter. Customers wishing to communicate with the Commission, or request 
information on intervention in the proceeding should contact the Commission’s 
Consumer Services Section at 800-222-7000 or 602-542-425 1 in the Phoenix area. 
Customers may also contact the Tucson Commission office by calling 800-535-0148 or 
520-628-6555 in the Tucson calling area. 

Customers are advised that the Commission may act upon the Application without a 
hearing. Regardless of whether a formal hearing is held, customer comments submitted 
in writing will be placed in the office file, which the Commission reviews prior to making 
its final decision on the Application. It is important that customers contact the 
Commission within 15 days of the receipt of this notice so that the Commission’s Staff 
can consider customer comments and concerns in developing its recommendations to the 
Commission. 

http://edocket.azcc.gov/edocket


SALARIES AND WAGES EXPENSE: 

NAME: JOSEPH CORDOVANA 

POSITION: PRESIDENT 

DUTIES: 
OVERSEER FOR DAY TO DAY OPERATIONS 
OFFICE MANAGER 
MAl"CE MANAGER 
FINANCIAL PROCUREME" OFFICER 



LETTER ADEQ IN REGARDS TO THE CAPCITY IMPROVEMENT PROJECT 





TOWN OF CHINO VALLEY 

DEVELOPMENT SERVICES 
1020 WEST PALOMINO ROAD 
CHINO VAUEY, AZ a6323 

BUILDING DIVISION 
TELEPHONE (928) 636-4427 

FAX (928) 636-6937 

February 14, 201 1 

Dear Mr. Cordovana 

This letter is written to summarize the discussion and comments from the Technical Review 
Meeting, held Tuesday, February 8 ,  201 1 for your project, tank installation for the expansion of 
the arsenic treatment facility in Chino Valley, Arizona. APN: 306-1 3-1 17 

The following Town Staff was present at the Technical Review Meeting: 

Mike Bovee, (Acting) Assistant Zoning Administrator 
Dan Trout, Senior Building Inspector 
Ron Grittman, Town Engineer 
Mary Brasher, Administrative Clerk 

Also present: Dave Wharton, Fire Marshal 

The following may not be all-inclusive, but attempts to summarize Staff comments in an effort to 
assist you in moving your project forward: 

Development Services - Pat ClingmanlMike Bovee (928) 636-4427: 

0 The Unified Development Ordinance requires the applicant to submit an application for a 
Conditional Use Permit (CUP) for the installation of a 431, 000 gallon water tank to 
expand the existing arsenic treatment facility. The process includes holding a 
Neighborhood Meeting, going before the Planning and Zoning Commission, and finally 
receiving approval by the Town Council. 

0 Required to submit a landscaping plan as outlined in the Unified Development 
Ordinance (UDO) for your project. 

0 The applicant is required to comply with the neighborhood Meeting process and 
presenting the project to the public. 

0 A Public Hearing will be held before the Planning Commission, and the Commission will 
forward a recommendation to the Town Council. 

0 Applicant to comply with all ADEQ requirements. 

Building Department - Pat ClingmadDan Trout (928) 636-4427: 

0 

0 

0 

Applicant is required to apply for a building permit for the installation of the water tank. 
Applicant is required to use Arizona design professionals with the plans stamped by the 
registrant. 
Required that all contractors be commercially licensed for all phases of construction. 



TOWN OF CHINO VALLEY 

DEVELOPMENT SERVICES BUILDING DIVISION 
1020 WEST PALOMTNO ROAD TELEPHONE (928) 636-4427 
CHINO VALLEY, A 2  86323 FAX (928) 636-6937 

0 

0 

Submit to the Building Department copies of all special inspection reports for the water 
tank. 
Comply with 10 ft setback requirement from the wall. 

Fire Department - Dave Wharton (928) 636-2442: 

0 The additional 431,000 Gal. Water tank will bring the Appaloosa Water Company back 
into the 2hr. duration requirement on fire flow 

The comments from the Technical Review Committee are valid for one year from the date of this 
letter. 

If you have any questions, please contact the appropriate Staff for information related to project 
requirements of that department, Monday - Thursday, from 7:30 A. M. to 5:OO P. M. 

Respectfully, 

Town of Chino Valley 
Technical Review Committee 



INVOICES FOR POWER EXPENSE, WATER TESTING, PROPERTY TAXES 



THE POWER TO MAKE IT HAPPEN' 

Your electricity bill 

Bill date: January 15,2010 

Summary of what you owe 
Amount owing on your previous bill $635.00 

Less Payment made on Dec 22, thank you $635.00 
Equals Your balance forward $0.00 

Plus Your new charges (details on following pages) 

cost Of electricity (with taxes and fees) $458.23 
Equals Total amount due 

Due date: January 29,2010 

$458.23 

1 Page1 of5 See page 2 for more information. 

Q 

Page 3 of 5 

APPALOOSA WATER CO 

Your account number: e 
For service at: 2 locations 

Questions or Office Locations? 
Call 602-371 -6767 or 1-800-253-9407, 
Mon - Fri, 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espafiol llame al: 
602-371-6861 (Phoenix) o 
1800-252-941 0 (Otras areas) 

Report Power Outages for 
Safety and Comfort 

Northern Arizona's severe winter storms 
bring heavy snow, ice aRdl high winds that 
can down power lines and poles, causing 
power outages. These winter outages are 
especially dangerous as they can leave 
customers without heat. To help us to 
restore your electric power faster, please 
report all power outages to the APS 
Customer Care Center at 1-800-253-9405. 

When paying in person, please 
bring the bottom portion of your bill. 



,.IPS 
Date 
1 /20/2010 

1 /20/2010 
Type Reference Original Amt. Balance Due Discount 
Bill 257954288 458.23 458.23 

Check Amount 

) 

Chase Bank 

Payment 
458.23 
458.23 

458.23 



TnE POWER TO MAKE IT HAPPEN, 

Your electricity bill 

Bill date: February 15, 201 0 

Summary of what you owe 
Amount owing on your previous bill $458.23 

L ~ S S  Payment made on Jan 26, thank you -$458.23 
__ 
Equals Your balance forward $0.00 

$477.57 
Plus Your new charges (details on following pages) 

cost of electricity (with taxes and fees) 

Equals Total amount due 

Due date: February 26,2010 

Page 1 of 5 See page 2 for more information. 

$477.57 

APPALOOSA WATER CO 

Your account number:- 
For service at: 2 locations 

Questions or Office Locations? 
Call 602-371 -6767 or 1-800-253-9407, 
Mon - Fri, 7:30am - 5:OOpm 
Website: apscorn 
Para servicio en espafiol llame al: 
602-37143861 (Phoenix) o 
1-800-252-941 0 (Otras areas) 

Report Power Outages for 
Safety and Comfort 

NorVIem Arizona’s severe winter storms 
bring heavy snow, ice and high winds that 
can down power lines and poles, causing 
power outages. These winter outages are 
especially dangerous as they can leave 
customers without heat. To help us to 
restore your electric power faster, please 
report all power outages to the APS 
Customer Care Center at I -8OO-253-94O5. 

When paying in person, please 
bring the bottom portion of your bill. 

a 

Page 3 of 5 
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APS 2/23/20 10 
Payment 

Check Amount 477.57 

Date Type Reference Original Amt. Balance Due Discount 
2/23/2010 Bill 477.57 477.57 477.57 ' 

Chase Bank 477.57 

iq: 



THE POWER TO MAKE IT HAPPEN' 

Your electricity bill 

Bill date: March 'l6, 2010 

Summary of what you owe 
Amount owing on your previous bill $477.57 
Less Payment made on Feb 25, thank you 4477.57 

Equals Your balance forward $0.00 

plus Your new charges (details on following pages) 

Cost of electricity (with taxes and fees) $450.51 

E ~ U ~ I S  Total amount due $450.51 

Due date: March 29,2010 

I Page 1 of 5 See page 2 for more information. 

APPALOOSA WATER CO 

Your account number: 

For senrice at: 2 locations 

Questions or office Locations? 
Call 602-371 -6767 or 1-800-253-9407, 
Mon - Fri, 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espafiol llame al: 
602-371-6861 (Phoenix) o 
1-800-252-941 0 (Otras areas) 

The 201 0 National Census 

In March, every household in the US. will 
receive a federal census questionnaire 
which is required to be returned by April 1. 
The national census occurs every 10 years 
and documents population changes 
throughout the country. An accurate count 
is vital to bring funds back to our local 
Arizona communities. This funding can be 
used for local needs and is also used to 
determine Arizona's representation at the 
national level. To ensure an accurate count, 
every household must file their census 
questionnaire. Households that have not 
responded to the initial March census 
questionnaire will receive a replacement 
questionnaire in early April and a visit from 
census workers. 

- 1  

When paying in person, please 
bring the bottom portion of your bill. 



APS 
Date Type Reference 
3/23/2010 Bill 

Original Amt. 
450.51 

Chase Bank 

3/23/2010 
Balance Due Discount 

Check Amount 
450.51 

Payment 
450.51 
450.51 

450.51 

i '  



THE POWER TO M A K E  IT HAPPEN* 

Your electricity bill 

Bill date: April 14, 2010 

Summary of what you owe 
Amount owing on your previous bill $450.5 1 

Less Payment made on Mar 24, thank you -$450.51 
Equals Your balance forward $0.00 

plus Your new charges (details on following pages) 

Cost of &&iCitV (with taxes and fees) $j ,120.39 
Equals Total amount due 

Due date: April 27,2010 

Page 1 of 5 See page 2 for more information. 

I 

Page 3 of 5 

$1,120.39 

APPALOOSA WATER CO 

Your account number: 
For setvice at: 2 locations 

Questions or Office Locations? 
Call 602-371 -6767 or 1-800-253-9407, 
Mon - Fri, 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espaiiol llame ai: 
602-371-6861 (Phoenix) o 
1-800-252-941 0 (Otras areas) 

Expert Advice on Puffing Solar Energy 
to Work for You 

Installing a solar energy system can have a 
positive impact on your energy bills and the 
environment. Find out how to take advantage of 
these benefits at the APS-sponsored American 
Solar Energy Society’s Public Day, Saturday, 
May 22, at the Phoenix Convention Center. You 
can attend workshops on solar technologies, 
system options and what is involved in installing 
solar at your home or business. APS experts will 
be on hand to discuss solar power including 
information about incentives that help reduce the 
cost of solar panels by up to 50% and solar 
water heaters by up to 80%. Admission to the 
Exhibit Hall and Public Day Program is just $5 
per attendee. The Phoenix Convention Center is 
located at 100 North 3rd Street in downtown 
Phoenix. 

When paying in person, please 
bring the bottom portion of your bill. 



. . - .  

~ APS 
Date Type Reference 
4/20/2010 Bill 

4/20/2010 
Original Amt. Balance Due Discount 

Check Amount 
1 ,I 20.39 1,120.39 

Chase Bank 

4 

Payment 
1,120.39 , 
1,120.39 

1,120.39 



Your electricity bill APPALOOSA WATER CO 

Bill date: May 13, 2010 Your account number: 

For senrice at: 2 locations 

Questions or Mice Locations? 
Call 602-371 -6767 or 1-800-253-9407, 
Mon - Fri, 7:30am - 5:OOpm 

Para servicio en espaiiol llame al: 
602-371-6861 (Phoenix) o 

Summary of what you owe 
Amount owing on your previous bill $1,120.39 Website. aps.com 

Equals Your balance forward $0.00 1-800-252-941 0 (Otras areas) 

Less Payment made on Apr 22, thank you -$I ,120.39 

Plus Your new charges (details on following pages) 

Cost of electricitv (with taxes and fees) $1,496.09 

Equals Total amount due 

Due date: May 26,2010 

Page 1 of 5 See page 2 for more information. 

BUDGET YOUR APS BILLS 
WITH EQUALIZER 

$1,496.09 
Enjoy more consistent payments of $1,084.00 a 
month for easier budgeting with Equalizer. This 
free, convenient billing program evens out your 
bills (even over the summer) so you pay about 
the same each month. To sign up, just pay 
$1,084.00 (instead of this bill’s Total Amount 
Due) by the due date. 

Huny, this offer ends soon. 

When paying in person, please 
bring the bottom portion of your bill. 



hPS 
Date 
511 51201 0 

TY Pe 
Bill 

Reference Original Amt. 
1,496.09 

Chase Bank 

5/15/2010 
Balance Due Discount 

Check Amount 
1,496.09' 

Payment 
1,496.09 . 
1,496.09 

1,496.09 



Your electricity bill 

Bill date: June 14, 2010 

Summary of what you owe 
Amount owina on your previous bill $1,496.09 

Less Payment made on May 19, thank you -$I ,496.09 

&ais Your balance forward $0.00 
plus Your new charges (details on following pages) 

Cost of electricity (with taxes and fees) $1,569.93 
Equars Total amount due $I ,569.93 

I Page 1 of 5 

Due date: June 25,2010 

APPALOOSA WATER CO 

Your account numbec -- 
For service at: 2 locations 

Questions or Wice Locations? 
Call 602-371 8767 or 1-800-25%9407, 
Mon - Fri, 7:30am - 5:OOpm 
Website: -aps.com 
Para servicio en espafiol llame al: 
602-3716861 (Phoenix) o 
1-800-252-941 0 (Otras areas) 

See page 2 for more information. 
When paying in person, please 

brMg the bottom portion of your bill. 

http://aps.com


APS 6/17/2010 
'Date Type Reference Original Amt. Balance Due Discount 
611 7/2010 Bill 1,569.93 1,569.93 

Check Amount 

i 

Chase Bank 

Payment 
1,569.93 % 

1,569.93 

1,569.93 

a' i. 



Your electricity bill 

I 

Bill date: July 14, 2010 

Summary of what you owe 
Amount owing on your previous bill $1,569.93 - 
~ess Payment made on Jun 21, thank you -$I ,569.93 

 quais Your balance forward $0.00 

plus Your new charges (details on following pages) 

Cost Of eleCtriCitV (witfi taxes and fees} $1,233.73 
Equals Total amount due $1,233.73 

Due date: July 27,2010 

i Page1 of5 See page 2 for more information. 

APPALOOSA WATER CO 

Your account number:- 

For service at: 2 locations 

Questions or c)ffce Locations? 
Call 602-371 8767 or 1-800-253-9407, 
Mon - Fri, 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espaiiol llame al: 
602-3714861 (Phoenix) o 
1-800-252-941 0 (Otras areas) 

Turn off your paper bill, help Arizona 
families and the environment 

For each customer who signs up in June for 
paperless billing, APS will donate $1 (up to 
$IO,OOO) to Salvation Amy's Project 
SHARE (Service to Help Arizonans with 
Relief on Energy), which provides qualifying 
customers grants to help them pay their 
utility bills and avoid an interruption of 
service. 

In addition to helping families acmss 
Arizona, going paperless protects the 
environment by saving paper and can help 
you reduce clutter. Your PDF bill can be 
viewed and saved to your computer for 
easy record keeping. Turn off your paper 
bill today at aps.com. 

When paying in person, please 
bring the bottom portion of your bill. 

http://aps.com


APS 
Date Type Reference 
7/16/2010 Bill 

Original Amt. 
1,233.73 

,7/16/2010 
Balance Due Discount 

Check Amount 
1,233.73 

Payment 
1,233.73 . 
1,233.73 

1,233.73 

- 

a 



Your electricity bill APPALOOSA WATER CO 

Bill date: September 13, 201 0 

Summary of what you owe 

Your account n u m b e c m  

For service at: 2 locations 

Questions or Office Locations? 
Call 602-371 -6767 or 1-800-253-9407, 
Mon - Fri, 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espaiiol llame af: 
602-371-6861 (Phoenix) o 

Amount owing on your previous bill $1,053.39 
LSS Payment made on Aug 20, thank you -$I ,053.39 
Equals Your balance forward $0.00 1-800-252-941 0 (Ohs  areas) 

plcrs Your new charges (details on following pages) 

Cost of electricity (with taxes and fees) $1,055.45 
Equafs Total amount due $1,055.45 

Due date: September 24,2010 

~ Pagel of5 See page 2 for more information. 

Page 3 of 5 

When paying in person, please 
bring the bottom portian of your bill. 
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Your electricity bi I I 

Bill date: October 13, 2010 

APPALOOSA WATER CO 

Summary of what you owe 
Amount owing on your previous bill $1,055.45 
Less Payment made on Sep 20, thank you -$I ,055.45 

Equals Your balance forward $0.00 

Plus Your new charges (details on following pages) 

Cost of electricity (with taxes and fees) $960.68 
~~~ 

Equals Total amount due $960.68 

Due date: October 26,2010 

Thank you for your consistent and timely payments. We value your 
business. 

Page 1 of 5 See page 2 for more information. 

Your account number:- 

For service at: 2 locations 

Questions or Office Locations? 
Call 602-371 -6767 or 1-800-253-9407, 
Mon - Fri, 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espaiiol llame al: 
602-371-6861 (Phoenix) o 
1-800-252-941 0 (Otras areas) 

BUDGET YOUR APS BILLS 
WITH EQUALIZER 

Enjoy more consistent payments of $957.00 a 
month for easier budgeting with Equalizer. This 
free, convenient billing program evens out your 
bills (even over the summer) so you pay about 
ihe same each month. To sign up, just pay 
$957.00 (instead of this bill's Total Amount Due) 
by the due date. 

Hurry, fhis offer ends soon. 

When paying in person, please 
bring the bottom portion of your bill. 

Page 3 of 5 
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Your electricity bill 

Bill date: November 12, 2010 

Summary of what you owe 

APPALOOSA WATER CO 

Your account number: 

For service at: 2 locations 

Questions or Office Locations? 
Call 602-371 -6767 or 1-800-253-9407. 
Mon - Fri, 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espaiiol llame al: 
602-371-6861 (Phoenix) o 

Amount owing on your previous bill $960.68 
Less Payment made on Oct 26, thank you $960.68 
@ua/s Your balance forward $0. OD 1-800-252-941 0 (Otras areas) 

PIus Your new charges (details on following pages) 

Cost of electricity (WIUI taxes and fees) 
BUDGET YOUR APS BILLS 

WITH EQUALIZER $61 6.30 

muds Total amount due 

Due date: November 29,2010 

$61 6.30 
Enjoy more consistent payments of $928.00 a 
month for easier budgeting with Equalizer. This 
free, convenient billing program evens out your 
bills (even over the summer) so you pay about 
the same each month. To sign up, just pay 
$928.00 (instead of this bill's Total Amount Due) 
by the due date. 

Hurry, this offer ends soon 

Page 1 of 5 See page 2 for more information. 

' daw, 

When paying in person, please 
bring the bottom portion of your bill. 

'age 3 of 5 



1 L U J  

I 



* . 

Your electricity bill 

Bill date: December 15, 201 0 

Summary of what you owe 
Amount owins on your previous bill $61 6.30 
L ~ S S  Payment made on Nov 29, thank you -$616.30 
~qua /s  Your balance forward $0.00 

P/us Your new charges (details on following pages) 

Cost of electricity (with taxes and fees) $672.72 
Epa/s Total amount due 

Due date: December 29,2010 

~ Page I of5 See page 2 for more information. 

APPALOOSA WATER CO 

Your account number: 
For service at: 2 locations 

Questions or Mfice Locations? 
Call 602-371-6767 or 1-800-2539407, 
Mon - Fri, 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espaiiol Name al: 
602-371-6861 (Phoenix) 5 
1-800-252-941 0 (Otras areas) 

BUDGET YOUR AFS BILLS 
WITH EQUALIZER 

$672.72 
Enjoy more consistent payments of $930.00 a 
month for easier budgeting with Equalizer. This 
fiee, convenient billing program evens out your 
bills (even over the summer) so you pay about 
the same each month. To sign up, just pay 
$930.00 (instead of this bill's Total Amount Due) 
by the due date. 

Huny, this offer ends soon. 

When paying in person, please 
bring the bottom portion of your bill. 

Ea 

Page 3 of 5 
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Your electricity bill APPALOOSA WATER CO 

Bill date: January 18, 201 1 

Summary of what you owe 
Amount owing on your previous bill $672.72 

Less Payment made on Jan 4, thank you 4672.72 

Equals Your balance forward $0.00 

$473.54 
Pfus Your new charges (details on following pages) 

Cost of electricity (with taxes and fees) 

Equals Total amount due 

Due date: January 31,201 I 

Page 1 of 5 See page for more information. 

$473.54 

Your account number: 

For senrice at: 2 locations 

Questions or wfice Locations? 
Call 602-371 6767 or 1-800-253-9407, 
Mon - Fri. 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espaiiol llame al: 
602-371-6661 (Phoenix) o 
1-800-252-941 0 (Otras areas) 

Be On Time with SurePay 

Take the hassle and worry out of 
paying your electric bill. Sign up for 
Surepay, our automatic payment 
program. You'll always be on time and 
you'll even save some money. Just 
complete the enclosed bill form on 
page 2 and mail it in with your 
payment. Visit aps.com/SurePay to 
learn more. 

When paying in person, please 
bring the bottom portion of your bilL 

rxl 

Page 3 of 5 
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SITUS ADDRESS: 02000 Yav.Co.&AHCCCS/ALTCS 664.04 827.79 
NULL 02001 School Equalization 0.00 213.10 

07051 Chino Valley USD #51 1,782.87 2,493.45 
08150 Yav.CommunityCollege 650.02 813.29 

306-20-110 1,000 11204 Chino Valley F.D. 1,032.72 1,379.45 
11900 Fire Dist AssistFund 35.04 47.69 

LEQAL DESCRIPTION: 
TOTAL VALUE OF OPERATINO PROPERTY 

This Ls the only natloe you will recslvs. 

Ross 0. Jacobs 
Yavapai County Treasurer 
1015 Fair Street 
Prescott AZ 86305-1807 

14900 Yav.Co. Library Dist 
15001 Yav.FloodControlDist 
30001 Mountain InstitueJTE 

THIS IS A 
CALENDAR YEAR 

TAX NOTICE 

93245-131 9 
PAGE OOO1 OF OOO1 ooO15445 

lliillllllllill',iliiiiiliiiiiii,iilllliiiiiliii,liili,iilili 
APPALOOSA WATER COMPANY 
JOSEPH CORDOVANA 
P. 0. BOX 3150 
CHINO VAUEY AZ 86323-2708 

THERE WILL BE A CHARGE FOR EACH RETURNED CHECK 
AND YOUR TAXES WILL REVERT TO AN UNPAID STATUS. I 

49.50 
5.45 
0.00 

65.49 
5.97 
32.23 

TOTaLS 4 , 21 9.64 5,878.46 

PAYMENT INSTRUCTIONS 
To pay the 1 st half installment and full year tax notices of $1 00 
or less, send the 1 st half coupon with your a rnent ostmarked 
no later than Nov 2,2009. To pay the 2nd [ai instafment, send 
the 2nd half coupon with your pa ment postmarked no later than 
May 3, 201 0. To pay taxes for t i e  full year if the entire amount 
billed per notice exceeds $1 00, send the 1 st half coupon with your 
pa ment postmarked no later than Dec 31,2009 and no interest 
wix be charged for current year. 

Make your check payable to and mail to: 
Ross 0. Jacobs 
Yavapai County Treasurer PLEASE INCLUDE YOUR 

PARCEL NUMBER 
ON YOUR CHECK 

1015 Fair Street 
Prescott AZ 86305-1807 



‘l”avapai County Treasurer 
Ga?e Type Reference 
2i6/2010 Bill 

Original Amt. 
2,939.23 

Chase Bank 

2/6/2010 1 

Balance Due Discount Payment 
2,939.23 2,939.23 ‘ 

Check Amount 2,939.23 

2,939.23 

I 



. . 

*PLEASE DO NOT USE THIS COUPON 

0000811 02 AV 0.457 "AUTO T6 3 0792 85020-550212 PAGE OODt OF ooo2 ooOOl024 

l ~ ~ l ~ l ~ ' ~ ' l l ~ ~ ~ ~ l l r l ~ ~ ~ l l i ' ~ l l i l ~ ~ ~ i ~ ~ ~ l l l ' ~ l l ~ l ' ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ l l ' l l l  
APPALOOSA WATER COMPANY 
C/O MIKE CORWVANA 
7012 N 18TH ST 
PHOENIX AZ 85020-5502 

PLEASE INCLUDE YOUR 
PARCEL NUMBER 
ON YOUR CHECK 

THERE WILL BE A CHARGE FOR EACH RETURNED CHECK 
AND YOUR TAXES W11 L RFVERT TO AN I INDAD STAT1 IS. 

* PAYMENT INSTRUCTION's 
To pay the I st half installment and full year tax notices of $1 00 
or less, send the 1 st half coupon with our a ment ostrnarked 
no later than Nov. 1,201 0. To pay the 5nd !a# mstaffment, send 
the 2nd half coupon with your payment postmarked no later than 
May 2, 201 1 To pay taxes for the full year if the entire amount 
billed per notice exceeds $1 00, send the 1 st half coupon with your 
pa ment postmarked no later than Jan. 3,201 1 and no interest 
wi ibe charged for current year. 

Make your check payable to and mail to: 
Ross D. Jacobs 
Yavapai County Treasurer 
1015 Fair Street 
Prescott AZ 86305-1807 



30001 Mountain Inst i tuteED 

the 2nd half coupon with your pa'rnent postmarked no later than 
May 2, 201 1. To pay taxes for txk full year if the entire amount 
billed per notice exceeds $100, send the 1st half coupon with your 
pa ment postmarked no later than Jan. 3,201 1 and no interest 
wiry be charged for current year. 

Make your check payable to and mail to: 
Ross D. Jacobs 
Yavapai County Treasurer 
1015 Fair Street 
Prescott AZ 86305-1807 

l"l~l~'~fl~~lfll~lJr(l1l~)1l)lIl)lllllll~~~~t'~"'~~~l'l'~i~1~~l 
APPALOOSA WATER COMPANY 
C/O MIKE C0RM)VANA 
7012 N 18TH ST 

!. 

PHOENIX AZ 85020-5502 

PLEASE INCLUDE YOUR 
PARCEL NUMBER 
ON YOUR CHECK 

THERE WILL BE A CHARGE FOR EACH RETURNED CHECK 
AND YOUR TAXES \MILL REVERT TO AW llNPAlD STATUS. 



V verimnwireess 

P.O. BOX 96088 
BELLEVUE, WA 98009 

Invoice Number 1 0838865516 I 

Quick Bill Summary 
10026856 01 AT 0.357 “AUTO TB 0 3801 86323-270850 1 45 E DEMTOlOP 

11ll1ll11llll11lll1llllllillllllllillllllllll,,llllll~lllll~ll 
JOE CODOVANA 
PO BOX3150 
CHINO VALLEY, AZ 86323-2708 

Add a Line to your Account - It’s 
It‘s a great time to add a line to  your 

account. We have the cool phones and 
features your family loves, and the 

ail-inclusive calling plans and network 
reliabilrty you need. Call 1-866-396-5444. 

Easy! 

-. . . - .. - 

Jan 02 - Feb 01 

$123.13 Previous Balance (see back for derails) 
$.DO No Payment Received 

Balance Forward Due Immediately $123.13 

I____ 

Monthly Access Charges $89.99 

Usage Charges 
Voice 

Verizon Wireless’ Surcharges 
and Other Charges & Credits 

Taxes, Governmental Surcharges & Fees 
Total Current Charges Due by Februaty 24,2010 

$1.49 

$12.57 
$.OO 

$104.05 

Total Amount Due $227.1 8 

I 

Nationwide Talk FS 1400 

(see ps 3) 

Pay As You Use Megabyte Data 
$1.99 per megabyte 

M2M National Unlimited 
Unlimited monthly Mobile to Mobile 

UNL Night & Weekend Min 
Unlimited monthly OFFPEAK 

Friends & Family - 10 

Monthly Access Charges 
80.00 

$80.00 
Natlonwide Talk FS 1400 02/02 - - 03/01 - . - - - . -- __ 

Usage Charges 
Voice 1.49 

$1.49 

Werizon Wireless’ Surcharges 

Regulatory Charge .07 
Administrative Charge .92 

3.67 
6 2  

AZ Trans Priv Sur on Tele 
Yavapai Cnty Trn Priv Sur Tel 

.20 AZ State E911 Fee 

Fed Universal Service Charge 2.22 

Chino Vly Tran Priv Sur on Tel 2.47 
$10.17 



. .I” 

Verizon Wireless 
Da9 Type Reference 
2/8/2010 Bill 

Chase Bank 

Original Amt. 
104.05 

218120 1 0 
Balance Due Discount 

104.05 
5 Check Amount 
I 

Pay mer4 
104.05 . 
104.05 

104.05 



P.O. BOX 96088 ' BELLEVUE, WA 98009 

0847869202 Invoice Number 

10026236 01 AT 0 357 "AUTO T6 0 3901 86323-270850 1 5 E DEMT0102 Quick Bill Summary 
1 11,l1,111,,,111,,,1,I,,II,,,I,ltlll1ll,,I1,l11,1l1l11ll,111111 

JOE CODOVANA 
PO BOX 3150 
CHINO VALLEY, AZ $6323-2708 

Feb 02 - Mar 01 

Previous Balance (see back for details) 
Payments - Thank You 
Balance Forward 

- - _ _  _ _ _  . _ _  ~ 

$227.18 
-$227.18 

$.OO 
. __ 

_-- - 
Monthly Access Charges $89.99 

Usage Charges 
$1 99 -___ Voice 

Verizon Wireless' Surcharges 
and Other Charges & Credits 

Taxes, Governmental Surcharges & Fees 

$12.64 
$.OO - 

Total Current Charges $104.62 

Add a Line to your Account - It's 
Easy! 

It's a great time to add a line to your 
account. We have the cool phones and 

features your family loves, and the 
all-inclusive calling plans and network 

reliability you need. Call 1-866-396-5444. 

. I 

Total Charges Due by March 27,2010 $1 04.62 

Your Calling Plan 
Nationwide Talk FS 14011 

(see Pg 3) 

Pay As You Use Megabyte Data 
$1.99 per megabyte 

M2M National Unlimited 
Unlimited monthly Mobile to Mobile 

UNL Night & Weekend Min 
Unlimited monthly OFFPEM 

Friends 8, Family - 10 

Charges 
Monthly Access Charges 

80.00 - 
Nationwide Talk FS 1400 03/02 - 04/01 

$80.00 

Usage Charges 

1.99 
Voice 

Verizon Wireless' Surcharges 
Fed Universal Service Charge 
Regulatory Charge 
Administrative Charge 
AZ Trans Priv Sur on Tele 
Yavapai Cnty Tm Priv Sur Tel 
AZ State E91 1 Fee 
Chino Vly Tran Priv Sur on Tel 
AZ Trans Priv Sur on Tele 

$1.99 

2.24 
.07 
.92 

3.53 
.62 
.20 
2.49 
.17 



I . . . . .. - . -- I .nu 

. Verizon Wireless 
Date Type Reference 
3/9/2010 Bill 

*I 

Chase Bank 

Original Amt. 
104.62 

3/9/2010 
Balance Due Discount 

Check Amount 
104.62 

Payment 
104.62 
104.62 

104.62 



' *  P.O. BOX 96088 
BELLEVUE, WA 98009 

1 Manaae Your Account I Account Number Date Due 1 

I Invoice Number 0856900154 I 
I 

100 1 166 1 01 AT 0.357 "AUTO T4 0 4001 86323-270850 1 45 E DEMT0102 
Quick Bill Summary Mar 02 - Apr 01 

1 1 , , 1 1 i 1 1 1 1 i 1 1 1 1 1 1 1 i 1 1 1 1 1 1 1 i 1 1 1 1 1 1 1 1 1 1 1 1 1 l 1 1 1 1 1 1 i l 1 1 1 1 1 1 1 / 1 1 1 1  

JOE CODOVANA 
PO BOX 3150 
CHINO VALLEY. AZ 86323-2708 

Previous Balance (see back fur detarls) 
Payment - Thank You 
Balance Forward 

_ -  . - _  _ _  - -- 

$104.62 

$.oo 
-$104.62 __ . -. __ .- 

Monthly Access Charges $89.99 

$3.98 

$13.09 

Usage Charges 
Voice 

Verizon Wireless' Surcharges 
and Other Charaes & Credits 

_._ __ - _ _  _. _- _ _  - .__I- 

~~ 

Taxes. Governmental Surcharaes & Fees $.OO 
Total Current Charges $107.06 

Save $$$With A Messaging 
Bundle 

Save money, minutes, and keep in touch 
with style with a Text and Picture 

Messaging package, Bundles start as low 
as $5/month per line. 

Call 1-866-396-3444 for details. 

Total Charges Due by April 26,2010 $1 07.06 

Your Calling pian 
Nationwide Talk FS 1400 

(see Pg 3) 

Pay As You Use Megabyte Data 
$1.99 per megabyte 

MZM National Unlimited 
Unlimited monthly Mobile to Mobile 

UNL Night & Weekend Min 
Unlimited monthly OFFPEAK 

Friends & Family - 10 

r;n ar g es 
Monthly Access Charges 

80.00 ___-__ -- . - - -. - ._ - Nationwide Talk FS 1400 04/02 - 05/01 - . - -- 
$80.00 

Usage Charges 
Voice 3.98 
- 

Verizon Wireless' Surcharges 
Fed Universal Service Charge 
Regulatory Charge 
Administrative Charge 
AZ State E91 1 Fee 
Chino Vly Tran Priv Sur on Tel 
Yavapai Cnty Trn Priv Sur Tel 
AZ Trans Priv Sur on Tele 

$3.98 

2.48 
.07 
.92 
.20 

2.55 
.64 

3.81 
$1 0.67 



I . v 1  

Payment 
107.06 4 

107.06 

Verizon Wireless 
Date Type Reference 
4/8/2010 Bill 

Chase Bank 

Original Amt. 
107.06 

4/8/2010 
Balance Due Discount 

Check Amount 
107.06 

107.06 



* P.O. BOX 96088 
BECLEVUE, WA 98009 

I Manage Your Account I Account Number I Date Due I 

I Invoice Number IO865895455 I 

10025735 01 AT 0.357 ""AUTO 14 0 4101 86323-270850 1 5 E DEMTOlO2 Quick Bit1 Summary Apr02-May01 

11ll1ll11llll11IIlIl1,l11II~1l11lll111lll1l,1ll1l1l11lll~11ll1 

JOE CODOVANA 
PO BOX 31 50 
CHINO VALLEY, A 2  86323-2708 

$1 07.06 --__ Previous Balance (see back for details) 
Payment - Thank You 
Balance Forward $.OO 

-$107.06 

Monthly Access Charges $89.99 

Voice $.OO 
Usage Charges 

~ 

Verizon Wireless' Surcharges 
$12.59 

Taxes, Governmental Surcharges & Fees $.OO 
Total Current Charges $1 02.58 

-- and Other Charges & Credits 

Add a Line to Your Account - It's 
Easy! 

It's a great time to add a line to your 
account. We have the cool phones and 

features your family loves, and the 
all-inclusive calling plans and network 

reliability you need. 
Call 1-866-396-5444. 

Total Charges Due by May 27,2010 $1 02.58 

i 

l i  



I . .. - - . . . . .. - . I L V  * 

I Verizon Wireless 
Date Type Reference 
5/11/2010 Bill 

Original Amt. 
102.58 

5/11/2010 
Balance Due Discount 

Check Amount 
102.58 

Payment 
102.58 , 
102.58 

I 



I 

Unlimited monthly Mobile to Mobile 

UNL Night & Weekend Min 
Unlimited monthly OFFPEAK 

I Manaae Your Account 1 Account Number I Date Due I 
P.O. BOX 96088 
BELLEVUE, WA 98009 

I Invoice Number 10874873616 
I I 

10025888 01 AT 0.357 **AUTO T1 0 4201 86323-270850 1 34 E DEMTOlOP Quick Bill Summary 
1 1 l 1 1 , , 1 1 1 1 1 1 1 l 1 1 1 1 1 1 1 1 1 1 1 1 1 I , I I I 1 1 I I I r l 1 1 1 1 1 1 , 1 I I l l l l l I I I 1 1 I I  

JOECODOVANA 
PO BOX 3150 
CHINO VALLEY, AZ 86323-2708 

Add a Line to Your Account - It's 
Easy! 

It's a great time to add a line to your 
account. We have the cool phones and 

features your family loves, and the 
all-inclusive calling plans and network 

reliability you need. Call 1-866-396-5444. 

May 02 - Jun 01 

Previous Balance (see back for details) 
Pavment - Thank You 

$102.58 
-$102.58 

~ 

Balance Forward $.oo 
-- 

Monthly Access Charges $89.99 
Usage Charges 

Voice $9.95 
Data $.20 

and Other Charges & Credits $13.86 
$.OO 

Total Current Charges $1 14.00 

Verizon Wireless' Surcharges 

Taxes, Governmental Surcharges & Fees 

Total Charges Due by June 26,2010 $1 14.00 

I Questions: I 1 Pav from Wireless I Pay on the Web 

Nationwide Talk FS 1400 

I (seepg3) 

1 Friends & Family 

Monthly Access Charges 
Nationwide Talk FS 1400 06/02 - 07/01 

Usage Charges 
Voice 
Data 

$80.00 

9.95 
.20 

$1 0.15 
Verizon Wireless' Surcharges 

Fed Universal Seivice Charge 2.67 
Regulatory Charge .16 
Administrative Charge .83 
AZ State E91 1 Fee .20 
Chino Vly Tran Priv Sur on Tel 2.74 
Yavapai Cnty Tm Priv Sur Tel .68 
AZ Trans Priv Sur on Tele 4.16 



- . -  

Verizon Wireless 
5 Date Type Reference 

6/8/2010 Bill 
*. 

6/8/2010 
Original Amt. Balance Due Discount 

i Check Amount 
114.00 114.00 

Payment 
114.00 
114.00 

114.00 



P.O. BOX 96088 
BELLEVUE, WA 98009 

I Manage Your Account I Account Number 1 Date Due I 

I Invoice Number I 0883840117 I 

Quick Bill Summary Jun 02 - JulO1 
1001 1857 01 AT 0 357 "*AUTO T 1  0 4301 86323-270850 1 E DEMT0102 

l 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 l 1 1 l 1 1 1 1 1 1 l 1 1 1 1 1 1 1 1 1 I I , 1 , I 1 1 ' 1 l 1 f I l , l ~ r l i r r l  

JOE CODOVANA 
PO BOX 3150 $1 14.00 Previous Balance (see back for derarls) 

Balance Forward $.oo 

- - -___-I__ ___ __ - - - ___ _ - - 
CHINO VALLEY, AZ 86323-2708 Payment - Thank You -$I 14.00 

Add a Line to Your Account - It's 
Easy! 

It's a great time to add a line to your 
account. We have the cool phones and 

features your family loves, and the 
all-inclusive calling plans and network 

reliability you need. Gall 1-866-396-5444. 

Monthly Access Charges $89.99 
Usage Charges 

Verizon Wireless' Surcharges 
Voice $5.97 

and Other Charges & Credits $1 4.47 
Taxes, Governmental Surcharges & Fees $.DO 
Total Current Charges $110.43 

Total Charges Due by July 27,2010 $1 10.43 

YOUJ clarririy rim 
Nationwide Talk FS 1400 

(see PS 3) 

Friends & Family 

Pay As You Use Megabyte Data 
$1.99 per megabyte 

M2M National Unlimited 
Unlimited monthly Mobile to Mobile 

UNL Night & Weekend Min 
Unlimited monthly OFFPEAK 

cIr iaryes 
Monthly Access Charges 

80.00 
$80.00 

_. - __ Nationwide Talk FS 1400 07/02 - 08/01 __-- 

Usage Charges 
Voice 5.97 

$5.97 

Verizon Wireless' Surcharges 
Fed Universal Service Charge 2.28 
Regulatory Charge .16 
Administrative Charge .83 
AZ State E91 1 Fee .20 
Chino My Tran Priv Sur on Tel 2.61 
Yavapai Cnty Trn Priv Sur Tel .65 
AZ Trans Priv Sur on Tele 5.19 

$1 1.92 



..,- 

Verizon Wireless 
Date Type Reference 
7/9/2010 Bill 

Original Amt. 
1 10.43 

Chase Bank 

7/9/20 1 0 
Balance Due Discount 

Check Amount 
1 10.43 

Pay merit 
1 10.43 
110.43 

1 10.43 

@$ 
.̂ (i 



P.O. BOX 96088 
BELLEVUE, WA 98009 

Invoice Number 

I Manaae Your Account I Account Number I Date Due I 

0892792616 

10025731 01 AT 0.357 "AUTO T1 0 4401 86323-270850 1 5 E DEMTOlOP 
Quick Bill Summary JuI 02 - AUg 01 

1 1 l I 1 , l I I l l l l l l 1 1 1 1 1 l 1 1 l l l 1 1 1 1 1 1 1 l r l l l l l l I I l l l l 1 I 1 l 1 1 1 1 1 1 1 1 1 l 1  

JOE CODOVANA 
PO BOX 3150 
CHINO VALLEY, AZ 86323-2708 

$110.43 --- -_ Previous Balance (see back for details) 
Payment -Thank You -$710.43 _- 
Balance Forward $.OF 

$89.99 

Voice $1.99 

-_ Monthly Access Charges 
Usage Charges 

Veyizon Wireless' Surcharges 
and Other Charges & Credits $13.24 

$.OO 
Total Current Charges $10522 
Taxes, Governmental Surcharges & Fees 

Keep Your Group in the Loop! With Group 
Communication, exclusive from Verizon 
Wireless, you can talk, text or send a 
voice message to everyone on your 

account or a customized group, using a 
single number. visit 

verizonwireless.com/groupcomm 

Total Charges Due by August 27,2010 $1 05.22 

Nationwide Talk FS 1400 

(see PQ 3) 

Friends & Family 

Pay As You Use Megabyte Data 
$1.99 per megabyte 

M2M National Unlimited 
Unlimited monthly Mobile to Mobile 

UNL Night & Weekend Min 
Unlimited monthly OFFPEAK 

Monthly Access Charges 
Nationwide Talk FS 1400 08/02 - 09/01 80.00 

$80.00 

Usage Charges 
Voice 1.99 

$1.99 

Verizon Wireless' Surcharges 
Fed Universal Service Charge 2.17 
Regulatory Charge .13 
Administrative Charge .83 
AZ State E91 1 Fee .20 
Chino Vly Tran Priv Sur on Tel 2.49 
Yavapai Cnty Tm Priv Sur Tel .62 
AZ Trans Priv Sur on Tele 4.36. 

$1Gi? 



* .-VY 

Payment 
105.22 . 
105.22 

Verizon Wireless 
Date Type Reference 
8/9/2010 Bill 

Chase Bank 

Original Amt. 
105.22 

8/9/20 I 0 
Balance Due Discount 

Check Amount 
105.22 

105.22 



vEHjlz_wirdess 

P.O. BOX 96088 
BELLEVUE, WA 98009 

' Monthly Access Charges 

100261 16 01 AT 0.357 "AUTO 59 0 4501 86323-270850 1 3 E DEMTO102 Quick Bill Summary Aug 02 - Sep 01 

1 1 1 1 l 1 1 l l 1 1 1 1 l 1 1 1 1 l 1 1 1 1 l 1 l 1 1 l 1 1 1 1 1 1 1 1 1 1 1 ~ I I I I l r l ' l l l l l l 1 1 1 1 1 1 1  

JOE CODOVANA 
PO BOX 31 50 
CHINO VALLEY, AZ 86323-2708 

$105.22 - Previous Balance (see back for details) 

Balance Forward s.00 

-__^ 

Payment - Thank You -$105.22 

Monthly Access Charges $89.99 

Voice $7.96 

and Other Charges & Credits $1 4.04 
$.OO 

Usage Charges 

Verizon Wireless' Surcharges 
- - - 

Taxes, Governmental Surcharges & Fees 
Total Current Charges $111.99 

- - ... 

Add A Line To Your Account - 
It's Easy! 

It's a great time to add a line to your 
account. We have the cool phones and 

features your family loves, and the 
all-inclusive calling plans and network 

reliability you need. Call 1-866-396-5444. 

Total Charges Due by September 26,2010 $111.99 

Nationwide Talk FS 1400 

(see PS 3) 

Friends & Family 

Pay As You Use Megabyte Data 
$1.99 per megabyte 

M2M National Unlimited 
Unlimited monthly Mobile to Mobile 

UNL Night & Weekend Min 
Unlimited monthly OFFPEAK 

- ._.. 80.00 Nationwide Talk FS 1400 .___ 09/02 - 10101 

s80.00- 

Usage Charges 

7.96 Voice 

$7.96 
Verizon Wireless' Surcharges 

Fed Universal Service Charge 2.34 
Regulatory Charge .13 

.83 Admrnistratrve Charge 
AZ State E91 1 Fee .20 

2.67 Chino Vly Tran Priv Sur on Tel 

.67 Yavapai Cnty Trn Priv Sur Tel 

4.76 AZ Trans Priv Sur on Tele 

$1 1.60 
__ 



4 



r I I I 

Allowance 
1400 

(shared) 
unlimited 
unlimited 

-- 

. P.O. E$X 96088 
AtLcEVUE, WA 98069 

c 

Used 
503 

279 
115 
1 

I Manage Your Account & View Your Usage Details 1 Account Number 1 Date Due I 

I Invoice Number 0910624990 I 

Quick Bill Summary Sep 02 - Oct 01 10026663 01 AT 0.357 '"AUTO T2 0 4601 86323-270850 1 4 E DEMlOlO2 

llllllllll,lllll,lllllllllll~llilllillllllllllllilllllll~lli~l 
JOE CODOVANA 
PO BOX 31 50 
CHINO VALLEY, AZ 86323-2708 

Previous Balance (see back for details) $1 11 '99 
-$111.99 Payment - Thank You - 

Balance Forward b.00 

Monthly Access Charges $89.99 
Usage Charges 

Voice 
Venzon Wireless' Surcharges 

and Other Charges & Credits 

$1.99 

$13.08 

- - __ ---- 

$.OO 
Total Current Charges $loS.oS 

-___ Taxes, Governmental Surcharges & Fees 

Add A Line To Your Account - 
It's Easy! 

It's a great time to add a line to your 
account. We have the cool phones and 

features your family loves, and the 
all-inclusive calling plans and network 

reliability you need. Call 1-866-396-5444. 

1 _J 

Total Charges Due by October 27,2010 rn 

I Pay from Wireless 1 Pay on the Web I Questions: I 

Nationwide Talk FS 1400 
(see PG 3) 

Friends & Family 

Pay As You Use Megabyte Data 
$1.99 per megabyte 

M2M National Unlimited 
Unlimited monthly Mobile to Mobile 

UNL Night 81 Weekend Min 
Unlimited monthly OFFPEAK 

...-._.._______-..I - - - - - . - - -  .-.. . - ~ . -  - .  Charges 
Monthly Access Charges 
Nationwide Tafk FS 1400 70/02 - 17/01 80.00 _ _ _ ~ _ _ _ I _ _ _ _ _ _ . .  ~ . . -  
___I 

$80.00 

Usage Charges 
Voice 
SharePlan minutes 

Mobile to Mobile minutes 
Nighmeekend minutes 
411 Search calls 

1 

1 1  1.99 

Total Voice 
~ o t a ~  usage Charges 

$1.99 
$1.99 





. 

Voice 
SharePlan minutes 

Invoice Number Account Number Date Due Page 

Allowance Used Billable Cost 
1400 644 -- -- 

Explanation of Charges 
Verizon Wireless' Surcharges 
Verizon Wireless' Surcharges include charges to recover or help 
defray costs of taxes and of governmental charges and fees 
imposed on US, including a Regulatory Charge (which helps defray 
costs of various regulatory mandates, including government 
number adnlinistration and license fees) and a Federal Universal 
Service Charge (and, if applicable, a State Universal Service 
Charge) to recover costs imposed on us by the government to 
support universal service, and may include other charges aim 
related to our governmental costs. It also includes an 
Administrative Charge, which helps defray certain costs We incur, 
currently including (i) charges we, or our agents, pay local 
telephone companies for delivering calls from our customers to 
their customers, (ii) lees and assessments on network facilities 
and senices, and (iii) certain costs and charges associated with 
proceedings related to new cell site construclion. Please note 
that these are Verizon Wireless charges, not taxes. These 
charges, and what3 included, are subject to change from time to 
time. 

Mobile to Mobile minute.$ 
Nigh W e e  ken d minutes 
411 Search calls 

Taxes, Governmental Surcharges and Fees 
Includes sales, excise and other taxes and governmental 
surcharges and fees that we are required by law to bill 
customers. These taxes, surcharges and fees may change from 
time to time without notice. 

(shared) I 
unlimited 404 -- 
unlimited 126 -- 

-- 
-- -- - -- 1 1 1  1.99 

Late Fee Information 
A late payment applies for unpaid balances. The charge is the 
greater of $5 or 1.5% per month, or as permitted by law. 

Verizon Wireless' Other Charges and Credits 
Includes charges for products and services, and credits owing, 

Payments 
Previous Balance $1 05.06 
Payment - Thank You 

Payment Received 10/25/10 _- 

Balance Forward $.OO 

-105.06 
Total Payments -$105.06 

Yo Charges 
Nationwide Talk FS 1400 

(see PS 31 

Friends & Family 

Pay As You Use Megabyte Data 
$1.99 per megabyte 

M2M National Unlimited 
Unlimited monthly Mobile to Mobile 

UNL Night & Weekend Wlin 
Unlimited monthly OFFPEAK 

Monthly Access Charges 
Nationwide Talk FS 1400 11/02 - 12/01 

- . __ - -_ 80.00 
$80.00 

__--- - - ~ _ _ _ . _ _ _ I  

Usage Charges 





. P.O. BOX 96088- 
BELLEVUE, WA 98Q09 

Voice 
S hareplan minutes 

Mobile to Mobile minutes 
Nighweekend minutes 
411 Search calls 
- 

I Manage Your Account & View Ywr Usage Details ] Account Number 1 Date Due I 

Allowance Used Billable Cost 
-- -- 1400 451 

(shared) 
unlimited 512 -- -- 
unlimited 66 -- -- 

-- 1 1 1  1.99 

10026522 01 AT 0.357 *'AUTO T7 0 4801 86323-270850 1 4 E OEMTOIDP ~ 

I CHINO VALLEY, Ai! 86323-2708 

1 1 l l I l , 1 1 l , , , 1 1 , , ' 1 1 l , l l I , 1 1 l 1 1 1 l 1 , 1 1 l 1 1 1 1 1 I l I I I I I , I l 1 l * I l ~ ' l l  

JOE CODOVANA 
PO BOX 31 50 

invoice Number 10928449228 I 

Quick Bill Summary Nov 02 - Dec 01 

Previous Balance (see back for details) $105.28 
Pavment - Thank You -$105.28 
Balance Forward $.oo 
Monthlv Access Charaes $89.99 
Usage Charges 

Verizon Wireless' Surcharges 
Voice $1.99 

and Other Charues & Credits $13.08 

__.__ __--__ -_ - _  - 

Taxes, Governmental Surcharges & Fees $.OO 
Total Current Charges $1 05.06 

Recycle With Verizon Wireless 
Used cell phones lying around? Trade 
them in and you could get a Verizon 
Wireless gift card, or donate them to 
Hopetine to help domestic violence 

victims. Visit us at 
www.trade-in.vzw.com for more 

information. 

Total Charges Due by December 27,2010 $1 05.06 

I 1 

. ~. -.. . __....a m .-.b 

Nationwide Talk FS 1400 
(see PS 31 

Friends & Family 

Pay As You Use Megabyte Data 
$1.99 per megabyte 

M2M National Unlimited 
Unlimited monthly Mobile to Mobile 

UNL Night & Weekend Min 
Unlimited monthly OFFPEAK 

V I  lUl yuY 

Monthly Access Charges 
Nationwide Talk FS 1400 12/02 - 01/01 80.00 

$80.00 
-___-- - - ------.- - ---____ - - 

Usage Charges 

http://www.trade-in.vzw.com
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Qwest. 42 
- 

Spirit 01 Servlcea 

Pagel of 4 

APPALOOSA WATER CO 
Bill Date: Jan 16,2010 
AccountNo: 

Previous Balancre 
Charges 
Payment Dec 31 
Balance Forward 

Account Summary 

Thank you for your paymen 1. 

New Charges For questins, oak 

Totai New Charges 
Qwest 1 800 603-6000 

P) : 
44.54 E 
44.64c18 

$.OO 

44.67 
$44.67 



Qwest 
Date 
1/25/2010 

Type Reference 
Bill 

Original Amt. 
44.67 

Chase Bank 928-636-3046-2008 

1 /25/20 1 0 
Balance Due Discount 

j Check Amount 
44.67 

. 
Payment 

44.67 . 
44.67 

44.67 

f?$ _, 

4 



Page 1 or 4 

APPALOOSA WATER CO 
Bill Date: 
Amount No: 

Account Summary 
Previous Babnort 
Chargee 
Payment Jan 28 Thank you for yourpayment. 
Batance Forward 
New Charges For quesbbns, call: pase 
Qwest 1 800 603-6000 3 
Total New Charges 

0 \ r 

3 
44.67 2 
44.67%8 

$.OO 

44.67 
$44.67 



. . V Y  

' Qwest 
Date Type 
3/4/2010 Bill 

Reference Original Amt. 
44.67 

.. . I .  

928-636-3046-2006 

Payment 
44.67 
44.67 

3/4/2010 
Balance Due Discount 

Check Amount 
, 44.67 

44.67 

$@ 



Qwest. Q 
Splrt! VI Servicr. 

Pagel of 4 

APPALOOSA WATER CO 
Bill Date: Mar 16,2010 
AeeountNo: - 

Previous Balanoe 
Charge6 
Payment Mar 08 
Balanoe Forward 

Account Summary 

Thank you for your payment. 

New Charges For questions, call: 
Qwert 1 800 603-6000 
Total New Charges 

pese 
3 

m '  
'2 

44.67 
44,6758 

$00 

44.67 
$44.67 

TOTAL AMOUNT RUE $44.67 



I . . -.*. 

~ 

31291201 0 Qwest Paymeit 

44.67 
Check Amount 44.67 

4 

Type Reference Original Amt. Balance Due Discount Date 
3/29/2010 Bill 44.67 ~ 44.6l 

*i f 

Chase Bank 928436-3046-2008 44.67 

$a 
+!3 



I 

. 
Qwest. -cl? 

Page1 of 4 

APPALOOSA WATER CO 
Bill Date: 
Aoeount No: 

Apr 16,2010 

Previous; Balancrs 
Charges 
Pa ment Mar 31 
eaitnoe Forward 

Qwest 
Tdel New Charges, 

Now charges 

Account Summary 

Thank you for yourpaymnt. 

For questions, well: 
1 800 603-6000 

b g s  
3 

0 

OD (? 

> 
44.67 
44.675s: 

$.OO 

44-76  
$44.75 

TOTAL AMOUNT DUE $44.75 

I 



Qwest 
Date Type Reference 
4/30/2010 Bill 

Chase Bank 

Original Amt. 
44.75 

928-636-3046-2008 

4/30/2010 
Balance Due Discount 

Check Amount 
44.75 

Pay melt 
44.75 
44.75 

44.75 

@@ 

. ,-' 

a 



Qwest. -c? Pagel of 4 

APPALOOSA WATER CO 
Bill Date: May 16,2010 
AocauntNo: 

Vtsii qwes tmm 

Prevkus Balaanoe 
Charges 
Payment May 04 
Balanoe Forward 
New Charges 
Qwest 
Total New Charges 

Account Summary 

Thank you bryourpayment. 

For queslkns, aall: 
1 800 603-6000 

pase 
3 

(? \ r 

w 
44.75 
44.75cag 
$. 00 

43.84 
$43.84 

TOTAL AMOUNT DUE $43.84 



I Qwest 

Date! Type 
. 5/22/2010 Bill 

~ Chase Bank 

Reference 

Y. . 

Original Amt. 
43.84 

928-6 36-3046-20 0 B 

5/29/2010 
Balance Due Discount 

Check Amount 
43.84' 

Payment 
43.84 
43.84 

43.84 

") 



t 

Your communioationr needr are our top priority. Contact your Owest dedkaed b i n e s 6  
learn to receive a FREE amount review and information on taibred 8oMbns for your 
burinerr. Call 1 @TI) 6444469 or manage your aooount online by registering at 
www.qwed.com/myaooount. Thank for chooring Qwert. 

t 

Qwest. Q Pagel of 4 

APPALOOSA WATER CO 
Bill Date: 
Account No: 

Visii qwestmm 

Previous Babmre 
Charger 
Payment Jun 01 
Babnw Forward 

Account Summary 

Thank you lor your paytnmt. 

New Charges For questions, call: 

total New Charges 
c$NeBt 1 800 603-6000 

8 
43.84 3 
43.84cn8 

$.OO 

44 .18  
$44.18 

TOTAL. AMOUNT DUE $44.18 

I F ) , . ~ ~ V ~ I I I I I U ) I I Y I U U I I  neiry O ~ ~ I O L I  r u m  ar 1 .ix 
This charge funds relay centers that help hearing- and 
speech-impaired customers make and receive calk 

33 

Total Taxes, Fees and Surcharges Summary $5.23 

$44.18 Total West  Local and Other Services 

For Your Information 
Curtomen using Teletype ( T W  deViDe8 Qan dire& their lnqujriell to Qwert at 1 8DO 223-3131, a TTY equlpped number, 

confinued on back% 



Qwest 
Date Type Reference 
6/24/2010 Bill 

Chase Bank 928-636-3046-2008 

Original Amt. 
44.18 

6/24/2010 
Balance Due Discount 

Check Amount 
44.18 

7 

Payment 
44.18 
44.18 



Qwest; Q 

Your mmmunicaijons needs 4re our top priority. Contact your Qwesl deClht@d business 
t a m  to reoeive a FREE account review and information on tailored solututkns far your 
burrineos. Cali 1 (877) 28&688& 

> 

- 
Splrlf ut Service* 

Page1 of 4 

APPALOO6A WATER CO 
Bill Date: Jul16,2010 
AooDuntNo: - 

visit crwd.com 

I Aug 5 , m o  

Prevkus Balenoe 
Charges 
Payment Jun 25 
&lam Forward 

Account Summary 

Thank you for your payment. 

Nanr Charges For q~restbns, call: 

Total New Charges 
m e s t  1 800 603-6000 

r 
Q 

44.18 
44.1850 
$. 00 

43.91 
$43.91 

TOTAL AMOUNT DUE $43.91 

Qmf, P 0 BOX 29040, Phoenix, AZ85033-9040 1 2 3 6  

4 

http://crwd.com


Qwest 
Date Type Reference 
7/27/2010 Bill 

Chase Bank 

Original Amt. 
43.91 

, 

928-636-3046-2008 

7/27/2010 
Balance Due Discount 

Check Amount 
43.91 

Payment 
43.91 
43.91 

43.91 

@ 

a 



a 

Page 1 of 4 

APPALOOSA WATER CO 
Bill Date: Aug 16,2010 
AcoountNo: 

Prevlwr Eialanoe 
Charges 
Payment Jul29 
~alance Forward 

Account Summary 

Thank you for your payment. 

New Charges For quesRZon5, call: 
Qwest 1 800 603-6000 
Total New cham 

pase 
3 

m 
'1 
x 

43.91 8 
43.91C8 

$.OD 

43.96  
$43.96 

TOTAL AMOUNT DUE $43.96 

Your cornrnunim(ion6 needr are our top priorfty. Contact your QweSt dedhated Mmss 
team to meeive a FREE account review and information on tailored solutions Wyouz\ 
businerr. Call 1 (STI) 6444MO. 

I I 

Q w t ,  P 0 Box 29040, Phoenix, A2860~-9040 1 2 6  
- - ~  ..-. - . - . - " - " . , ~ . " . 1 1 1 ~ , Y I  .),I NllCntLiUIIJ. 

Telecornrnunieation Relay Service Fund at I .I% 
This charge funds relay centers that help hearing- and 
epeech-impaired customers make and receive calk. 

33 

Total Taxes, Fees and Surcharges Summary $5.09 

Total West Local and Other Services $43.96 

L___ Qwest New Charges $43.96 

For Your Information 
Customen using Teletype (nv) devioer can dirsct their inquiner to Qwert at 1 800 223.3131, a T T I  equipped number. 

continued on backb  



Qwest 
Date Type Reference 
8/24/2010 Bill 

Chaw Bank 928-636-3046-2008 

Original Amt. 
43.96 

8/24/2010 . 
Balance Due' Discount Payment 

43.96 43.96 
Check Amount 43.96 

43.96 

%,,A. 



** 

Qwest. --Q 
Spmt of Service@ 

** 

Qwest. --Q 
Spmt of Service@ 

Page 1 of 4 

......... z.. ... 

..... ~ r. L. ... - . .... 
L: ... h.7 3 ....... u..r;,: 

APPALOOGA WATER GO 
Bill Date: Sep 16,2010 
AccountNo: 

previous Balance 
Charges 
Payment Aug 25 
blame Fowanl 
~ e w  charges 
Qwest 
Total New chaw 

Account Summary 

Thank you for yourpayment. 

For questions, talk 
1 800 603-6000 

pase 
3 

Business needs change regularly. As a valued business customer, we want (D work with 
yau to provide a oompleae and cusi eiledive W i n  for your b u S i m  Call 
(800) 350-7355 today for a freeaavwrnl mnsllWionwith a dedicated business sales 
consultant. 
For billing or teuhnioal qle~Iiom, please call (800) 394-9107 direct. 

Qwmt, P 0 BOX 29040, Phoenix, AZ85038-9040 1 2 6  

rm UIPLUI~ ou~~narge at 3YYm 
T h i s  charge recovers the amount West is assessed by the 
Arizona Corporation Commission. This asswmeM funds the 
corpration uommissi~, enabling it to perform its lawful duties. 

This surcharge, fumls tfra cost of providing emergency 
services communications systems in your community. 

This charge recovers fhe amount &est cantributes to 
the Federal Universal Service Fund. This fund heips 
keep local phone rates affordable for ail k i c a f f i  

County Sales at -75% 
State 91 1 at $ 2 0  per access line 

Federal Universal Sew Fund at 13.6% 

L.10 

.12 

.25 

.20 

.83 

N .- 
m 

43.96 $ 
43 - 9648 

$00 

43.96 
$43.96 



I L W W  

. 



0 

APPALOOSA WATER CO 
Bill Date: Oct16,2010 

visit aweamom 

PrevpusBalanoe 
Charges 
Payment octo1 
BalanceFomard 
Newcharges 
Qwest 
Total New chaw 

Account Summary 

Thank you for yourpayment. 

For qwstiins, calk 
1 800 603-6000 

page 
3 43.83 

$43.83 

TOTAL AMOUNT DUE $43.83 

Your businelu, is impottant to US. Neecls change and we are dedicated to wark with 
you to adjust. Call (888) 544-4416 M a y  to see what new streamlined eolutins 
may be rightforyou. 

For billing or tcashnical quedonqpleaee caIl(888) M direct. 

Qurclart, P 0 Box 29040, Phoenix, AZ85038W40 1 6  

OW.. at e.o% 
Regulatory Surcharge at 39% 

This charge recovers the amount Qwest is assessed by the 
Arizona Corporation Commission. This assessment funds the 
corporation Comncission, enabling it to perform its lawful dutim. 

This surcharge, funds fhe cost of providing emergency 
services communications systems in your community. 

This charge recovers the a m n r  Qwest cmrrikrtes to 
the Federal Universal Service Fund. This fund he&s 
keep local phons rates affordable for ad! Americana 

County Sales at .75% 
state 91 1 at $20 per aCEeSs line 

Federal Univemel Sew Fund at 12.9% 

b . 1u 
2.18 

.12 

.25 

.20 

.78 

continued on back% 
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- 

Your business is inportant to us. Needs change and we are dWicated to worhwith 
you to adjust. Call (888) 5444416 today to see what new streamlined aDMions 
may be, right for you. 

For billkg or technical questions, please call (888) 2858561 direct. 

I 

Q s  
_ -  

Qwest. 
Spjrlt of SerWe* 

Page 1 of 7 

JOE CORBOVANA 

Bill Date: 
Account No: 

v i a w e s t m m  

Account Summary 

For cluestiona;, caw 
1 800 603-6000 
1 800 603-6000 

lndudes late paymtmtoharge of $9. i8. 

pase 
3 
6 

Service Additions & Changes 
Q-ntay Oesorpdin 
oct 15, aM0 Order Number Con- 

RemoveService 
e28636uMs 

1 Qwest Choicem Business 
(include6 your line and 
up to 3 selected features) 

I FB 30.40 
9ZR 6.07 

AFK 30.40 

PGOQL 39.99 

30.40 
12.14 

30.40 

$72.94 

Amwnl 

P 
't. 
rc) CY 

211.91 8 
$211.91 8 

156.41 
7.48  

$163.89 

continued on back$ 
3 





Qwest. Q 

L I 
Your burinens is important to us. Weds ohange and WB are dedicated to work with 
you to adjust Call (888) 5444416 W a y  b see what new streamlined soMins 
may be right far you. 

For billing or technical questiaI?s,piease call(888) 2858561 dimct. 

Page 1 of 4 

APPALOOSA WATER CO 
Bill Date: Nov 16,2010 
AceountNo: 4-m 

Viqwest.com 

Previous *lam 
Charges 
Payment Nov 03 
Balance Forwlanf 

m -. Account Summary 
c_ 

m 
Thank you foryourpayment. 

-charges For tyestiins, aafl: 

Total New Charges 
Qwest 1 800 603-6000 

pase 
3 

43.83 g 
43.83’roo 

$.oo 

43.86 
$43.86 

TOTAL AMOUNT W E  $43.86 

Qwaet, P 0 Box 29040, Phoenix, AZ 85038-90.#0 1 6  
Fedarb 

This charge recovers the amunt &est contributes to 
the Federal Universal Service Fund. This fund helps 
keep Iocal phons raies affordable for all Americans. 

This charge funds relay centers that help hearing- and 
speech-impaired customers make and receive calls. 

Telecommunication Relay Sewice Fund at 1 .l% 

Total Taxes, Fees and Surcharges Summary 

.33 

s.04 

Total West Local and Other Services $43.86 
- --I -___ --- 

.- 

hwest  New Charges $43.86 
___I.___pp 

For Your Information 
Customem wing Teletype device6 can direct theirinquiries b C?uuestat 1 800 223-3131, a TTY equipped n u h e r .  

continued on back% 
3 

http://Viqwest.com
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I 

Your businear io important to us. Needs rrhange and we am dedicated to work with 
you to adjust Call (888) 5444416 today to see what new streernlined sobtions 
m y  be right for you. 
For b i i  or technical r(uestions,plearre call (SOO) 6lD6UW. - 

-1 
I I 

' r  

- 
Sprrit of Serrics. 

-1 

Page 1 of 6 

JOE CORBQVANA 
JOSAL ENTERPRISE 
Bill Date: 
AccountNo: 

V is i  qwestmm 

Previous Batanfa3 
Charges 
Payment Nov 23 
BabncleForward 

--v 
Qwest 
West Long Distance 
Total New Charges 

Account Summaty 5 
Thank you for yourpayment. 

For ~JI&&s, eall: 
1 800 603-6000 
1 800 603-6000 

pase 
3 
5 

D 
375.80 3 
375.8063 

t .00  

84.36 
11.88 

$96.24 

t 
t: 

Description Period calls nin:Sclc cherses 
1+ INTERSTATE DAY 1 1:Ob .08 

subtotal 1 1:06 .os 
1t INTRALATA DAY 2 1:12 .09 

krbtotal 2 1:12 -09 

b; -1q 

continued on back% 
5 





Page 1 of 4 

t 

Q west. -42 APPALOOSA WATER CO 
Bill Date: Dec16 2010 
AccountNo: 

V i  qwest.com 

Account Summary 
Previow Balance 
Charges 
Payment Nov 26 Thank you for yourpayment. 
EklanrreFomard 
-charges For -ns, calk 

Owest 1 800 603-6000 3 
Total New Charges 

pase 

m 

h 
(7 

: 
43.86 8 
43.86Sg 
$. 00 

43.86 
$43.86 

TOTAL AMOUNT DUE $43 - 86 

Your business is important to us. ~eeck change a d  
YOU 
m y  be right for  you. 

For billing or tedmiil mi- pieape call (8m) -. 

am dedicated wok with 
adjmt Call (888) 544-4416 today to Bee what new streamlined m w m  

*mt, p 0 BOX 29040, Phoenix, AZ8!?038-%XO 1 2 6  
redera1 unwrsai wrv rum PL IL-JI I  

TMS charge recovers the amount West cantributes to 
the F ederai Universal Service F und. This fund helps 
keep local phone rates affordable for di h e r i - n a  

This charge funds relay centers that help baring- and 
speechimpaired c~stomers make and receive calla. 

.33 Talecommunication Relay Senilce Fund at 1.1% 

$5.04 

$43.86 

Total Taxes, Fees and Surcharges Summary 

Total West Local and Other Services 
-- - _--- 

For Your Information 
Customers using Teletype 0 devices can direct their inquiner to Qwest at 1 800 223-3131, a l T Y  equipped number. 

continued on back% 
I 3  

http://qwest.com
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I. Alarm Connection Inc. 

543 W Gurley ST 
Prescott, A2 86301 
928-445-1609 

P.O. No. Terms 

NET 10 

Bill To 
APALOSSA WATER COMPANY 
ATTN: ACCTS PAYABLE 
PO BOX 3 150 
CHINO VALLEY AZ 86323 

Project 

Quantity 

PLEASE INCLUDE 

I 

I 

INVOlCE NUMBER ON YOUR PAYMENT. THANK YOU FOR CHOOSING TE 

Invoice 

I Date I Invoice # 1 
I i I 2/15/2010 I 50346 I 

I I 

Description 

IRE ALARM MONITORING - AC30042 
. D 3 N & R D 1  WEST 
00 YDS WEST OF INTERSECTION 
:HINO VALLEY A 2  86323 

OR QUARTERLY SERVICE STARTING 1 st OF UPCOMMG MONTH 
ales Tax 

ALARM CONNECTION. 

Rate 

19.50 

8.35% 

Amount 

58.50 

0.00 

556.50 

I 



The Alarm Connection, Inc. 
Date Type Reference 
2/15/2010 Bill 50346 

2/15/2010 
Original Amt. Balance Due Discount 

Check Amount 
58.50 58.50 

Payment 
58.50 
58.50 * 



' 

P.O. No. Terms 

I Alarm Connection Inc. 

Project 

invoice 
r 543 W Gurley ST 

Prescott, AZ S6301 
928-445-1 609 

Bill To 

APALOSSA WATER COMPANY 
ATI": ACCTS PAYABLE 
PO BOX 3 I50 
CHINO VALLEY AZ 86323 

Quantity 

PLEASE lNCL 

I Date 1 Invoice # 1 I ~ 5/15/2010 1 51177 I 

I I 
1 I 

Description 

IRE ALARM MONITORING - AC30042 
D 3 N & R D 1  WEST 
00 YDS WEST OF INTERSECTION 
HlNO VALLEY AZ 86323 

OR QUARTERLY SERVICE STARTlNG 1st OF UPCOMING MONTH 
des Tax 

E INVOICE NUMBER ON YOUR PAYMENT. THANKYOU FOR CHOOSING TF 
ALARM CONNECTlON 

Rate 

19.50 

8.35% 

Amount 

58.50 

0.00 

S58.50 



The Alarm Connection, Inc. 
Date Type Reference 
5/15/2010~ Bill 51 177 

5/15/2010 
J 

Paymeht 
58.50 58.50 58.50 

Original Amt. Balance Due Discount 

Check Amount 58.50 ' 

Chase Bank 



C 

R Alarm Connection Inc. 

543 W Gurley ST 
Prescott, AZ 86301 
928-445-1609 

B i l l T o  

APALOSSA WATER COMPANY 
ATTN: ACCTS PAYABLE 
PO BOX 3150 
CHINO VALLEY AZ 86323 

P.O. No. Terms 

I I 

Project 

Quantity 

I I 

Description 

FIRE ALARM MONITORPJG - AC30042 
R D 3 N & R D l W E S T  
100 YDS WEST OF 1NTERSECTlON 
CHINO VALLEY AZ 86323 

FOR QUARTERLY SERVICE STARTING 1st OF UPCOMING MONTH 
Sales Tax 

PLEASE INCL DE INVOICE NUMBER ON YOUR PAYMENT. THANK YOU FOR CHOOSING TI- 

Invoice 

I Total 

S/I 5/2010 52077 

I NET’o I 

ALARM CONNECTlON. 

Rate 

19.50 

8.35% 

Amount 

58.50 

0.00 

958.50 



The Alarm Connection, Inc. 
Date Type Reference 
3/17/2010 Bill 

Original Amt. 
58.50 

8/17/2010 
Balance Due Discount 

Check Amount 
58.50 

Paymenf 
58.50 
58.50 



,+ 

Alarm Connection Inc. 

P.O. No. 

543 W Gurley ST 
Prescott, AZ 86301 
92 8-445- 1 609 

Project Terms 

. -  

'LEASE INCLUDE 

Bill To 

APPALOSSA WATER COMPANY 
ATTN: ACCTS PAYABLE 
PO BOX 3 150 
CHINO VALLEY AZ 86323 

INVOICE NUMBER ON YOUR PAYMENT. THANK YOU FOR CHOOSING TH 

Invoice 

I ' Total 

11/15/2010 52926 

, . 

Quantity 

3 

Description 

FIRE ALARM MONITORMG - AC30042 
R D 3 N & R D l  WEST 
100 YDS WEST OF INTERSECrI?ON 
CHINO VALLEY AZ 86323 

FOR QUARTERLY SERVICE STARTING 1st OF UPCOMING MONTH 
Sales Tax 

h 

I NET 10 

Rate 

19.50 

8.35% 

Amount 

58.50 

0.00 

$58.50 



I .  

.--.--- 



MARCH 26,2012 

-+ rh’-  
. . . . . .  ................... I -. .... 

Appaloosa Water Company has filed for a rate increase for the following reasons: 

1. Property taxes increase. See Exhibit A chart showing the steady increase in the 
property taxes &om 2003 through 20 1 1. A momentary relief of 3 74.62 for the 
20 10 tax year and was increased by 6 I 2.56 in 20 1 1. The second parcel increase 
fiom 18.28 in 2010 to 934.12 in 201 1 is about 5000%. 

2. The collection of arsenic tariff. Exhibit B is a chart for the surcharges that were 
billed, what the WIFA payment is and what the company had to pay. The WIFA 
collection totaled $1 0,012.74 for the 2010 year. The amount collected was 
$8,197.54 and the “Company” provided the shortage payment of $1,8 15 2 0  

There are 191 - 5/8 inch meters that are @ 3.89 per month equals.. . $742.99 
There are 45 - 1 inch meters that are @ 9.73 per month equals ........ $437.85 

Yearly Potential collection $1 180.84 

If the Company collects fiom all 236 potential meters there will be a shortage of 
$27 1.60 per year. 

With today’s economy the Company experiences foreclosures resulting in no 
payments of utility, missed payments, late payments, etc. When the initial 
payment became due to WIFA the collection was inadequate for the payment and 
has been inadequate to this day. A separate interest account for the collection was 
not possible as no interest could have been made with the deficient payment 
amount being collected. The Company had no intention of not complying with 
the orders of the Commission and made a sound financial judgement to be sure 
that the payments to WLFA were in full. 

3. Replacement of media in arsenic plant. To meet ADEQ requirements for standard 
acceptable percentage of arsenic in the water required the Company to replace the 
media in the arsenic plant at a cost of $25,000 for the media and $2,125 for the 
labor. The Company in order to stay in compliance with ADEQ will need the 
revenue to have the media replaced on an on going basis. Although, the 
immediate need to replace the media for the arsenic the media takes care of many 



4 

. .  

other contaminants in the water and is a necessary expense for the protection of 
the Company’s water customers. The maintenance of the arsenic plant with media 
replacement is not included in the current rates. See Exhibit C Invoices for the 
media replacement and labor costs and the letter stating we are in compliance 
with ADEQ. 

Appaloosa Water Company has filed an application for financing fbr the following 
reasons: 
1. The Chino Valley Fire District has required the “Company” upgrade the storage 

system to make water available for protection of the homes and the surrounding 
homes in the event of a fire along with being able to continuously provide its 
customers with water without intemption. The current system does not meet fire 
flow and peak usage requirements. The additional water tank to meet the fire flow 
and peak usage would require an additional 200,000 gal tank. The current 65,000 
gal tank and the 200,000 gal tank would be adequate for the 120,000 requirement 
from the Chino Valley Fire District and the 145,000 gal would be adequate for the 
continuous usage without interruption to the Company’s customers. See Exhibit 
D letter and follow up letter fiom the Chino Valley Fire District. 

2. The Company originally requested a 500,000 gal tank when there was a planned 3 
Phase Development to the water company expansion. Due to the turnabout of the 
economy only Phase I and Phase II was completed. Phase III is no longer a 
possibility and the Developer has the property to be developed up for sale. The 
Company has revised the cost sheet for the storage tank. The Company basis this 
need because of a requirement of the Chino Valley Fire District and for the 
benefit of the community and its’ customers. The approximate cost sheet is 
Exhibit E. This includes 2 generators, the electrical panel’s. Permitdfees and 
taxes have not been calculated for this adjustment. The water lines requested are 
needed to connect #2 Well Head to the new tank - from the new tank to the 
treatment plant - and then to distribution. 

3.  The Company’s meters are encased in a wooden meter box and are subject to 
freezing. Many of the current meters have sand in them preventing the accurate 
usage of water and is contributing to the Company’s water loss reports. The 
current meters that have the sand problem are not repairable. It is unknown if it 
is aging or just bad meters that is causing this problem. The replacement of the 
meters to the more modern up to date technology would certainly be an advantage 
to the Company to combat the loss of water. The Company is asking for 
assistance to replace the problem meters and the labor costs. This coincides with 
need for the Company to obtain the equipment to track leaks for repairs in a 
timely manner. This additional maintenance is not included in the current rates. 

The test year revenue of $14O,888 included the amount of collection for the 
arsenic plant of 7,102.67 that is turned over to WIFA. Company disagrees with 



Staffs recommendation to eliminate the arsenic surcharge and roll it into base 
rates. The increase of 14.03 percent based on the total income and not the water 
sales gives a false result and needs to be based solely on the water revenue. 

Company at Exhibit F has Comparative Statements of Operation from 2009, 
201 0, and 201 1 showing the decline in water revenues and the increases of 
expenses. The Company has strived to decrease its' expenses where it could and 
requires an increase in rates for it to be able to deliver the water to its' customers. 

Respectfblly submitted, 

Joseph Cordovana 
President Appaloosa Water Company 

Cc: Arizona Corporation Commission original and 13 copies 
John Blann Jr. Intervenor 



EXHIBIT A 
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'roperty Tax Inquiry 

All 2010 and prior property taxes must be paid by 
cashiers check or money order. 

Tax Search i Search Resultsf OwwlLegal] Tax Summaryi( VEW Detail Pay Online1 General Info I 201 I Tax EN] 
Parcel: 93205-131 9 

Taxes Billed & Paid 
Found 9 Record@) 

Year 
201 1 
201 0 
2009 
2008 
2007 
2006 
2005 
2004 
2003 

Tax 
$6,116.40 
$5,503.84 
$5,878.46 
$4,219.64 
$4,184.74 
$3,36 1.70 
$2,915.10 
$2,233.52 
$1,662.24 

I E f G F m m m  opaaw 03j23:2032 

0 2012 Yavapai County Government Prescott Arizona 86305. All rights reserved 

http://apps.co.yavapai .az.us/taxinquirylTabParcetDetail.aspx?TB=TAB5 03/25/12 

http://apps.co.yavapai
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. .  

Ross 0 Jambs, Ymapei County Treasurer 
Ywapai County Treasurer's ORrCe 
1015FairStreet 
PreScoqAZ am& 

THIS IS A 
CALENDAR YEAR 

WQTBCE 

APPALOOSA WATER COMPANY 
JOSEPH CORDOVANA 
P. 0. BOX3750 
CHINO VALLEY AZ 85323 

THERE WILL BE A CHARGE FOR EACH RrmRNED CHECK 
AND YOUR TAXES will REVERT TG AN WAD STATUS. 

CH/NO VALLEV UNIFIED S.D. #57 
CHINO VALLEY F. D. 
YAVAPAl COMMuNrry COLLEGE 
YAVAPAI COUNTY 
SCHOOL EQUAUZATlON 
YAVAPAI CTY. LIBRARY DlSTRlCT 
FIRE DIST. ASSIST. FUND 
MOUNTAIN MtSmoTE jTED 
YAVApAl FLOOD CONTROi DISmlCT 

2,023.97 
1,430.58 

837.37 
832.13 
219.30 

73.10 
50.02 
30.77 
6.60 

5,503.84 

PAYMENT INSTRUCTIOMS 

2,448.06 
1,569.02 

899.34 
795.36 
236.80 
80.96 
51.60 
27.80 
7.46 

6,116.40 

To pay the 1st half installknt and full year tax notices of $100 
or less, send the coupon below with your payment postmarked 
no later than Nov. 1,201 1. To pay the 2nd half installment, send 
the coupon below wilh your payment postmarked no later than 
May I ,  201 2. To pay taxes for the full year if the entire amount 
biiled per notice exceeds $100. send the coupon below with your 
payment postmarked nolakrthanDec .71,ZOll and no interest 
will be charged for current year. 
Make your check payable to and mail to: 
Ross D. Jacobs, Yavapai County Treasurer 
Yavapai County Treasurer's mice PLEASE INCLUDE YOUR 

P4RCEL NUMBER 1015 Fair Street 
ON YOUR CHECK Prescott,AZ 86305 

PAWEN 
APPALOOSA WATER COMPANY 

Delinquency Date First Half Peymnt 
Penalty for late payment is 16% pw yew pmrated monthly 
as of fhe 1st day of the mlh lorpqmentsposbnarked 
afier 5:OO P.M. November 1,201 1 (ARS 42-18052 and 

Debquency Date Second Half Payment 
Penalty for late payment is 16% per year prorated monthly 
as of the 1st day of the monlh fw payments poshnarked 
affer5:ODP.Y.hOey 1,2012(ARS42-18052andARS 

Any Iota1 propertytsx noficeof$lOOor Eessmvsf be paid in 
full no later fhan Novernbor 1, 2011 at 5m.M. 

Rernii one full year payment for billed amounts over $100 by 
Dec. 31,2011 and no interest will be charged for current 
year 

932-05-131 9 WWWO 

42-1 8053). 

42-18053.) 

DETACH AND RETURN WITH PAYMENT Payment in U.S. FUNDS ONLY 
Make ctieck payatk to: 
Ross D. Jacobs, Yavapai County Treasurer 

3,058.20 

3,058.20 

6,116.40 

Ross D. Jacobs, Yavapai County Treasurer 
Yavapai County Treasurer's office 
1015 Fair Street 
Prescott, AZ 86305 

9320513109 



TabParcelDetail Page I of 1 

Year 
201 1 
2010 
2009 
2008 
2007 
2006 
2005 
2004 
2003 

TaX 
$934.12 
$18.28 
$18.!S 
$909.50 
$91 1.20 
$66.28 
$71.66 
$74.32 
$66.96 

~nf~~rnab'im tlpcbateci t53123f.2012 

0 2012 Yavapai County Government Prescott Arizona 86305. All rights reserved 

I http://apps.co.yavapai . a z . u ~ ~ i n q u i r ~ c e l ~ e ~ l . ~ p x ? ~ = T ~ ~  03/25/12 

http://apps.co.yavapai


CHINO VALLEY F.D. 
YAVApAl COMMVNRY COLLEGE 
YAVAPAl COUNTY 
SCHOOL EQUAUZATlON 
YAVAPAl FLOOD CONTROL DISTRICT 
YAVAPAl CTY LIBRARY MSTRICT 
FIRE DIST. ASSIST. FUND 
MOUWAIN l N S m u K  J E D  

6-59 
4.65 
2.72 
2.77 
.71 
.40 
-24 
.16 
.10 

7 8.28 

PAYMENT WSTRUCTIONS 

359.94 
245.34 
132.02 
115.72 
34.44 
21.60 
12.64 
8.08 
4.34 

934.12 

To pay the 1st half installment and full year tax notices of $100 
or less, send the coupon below with your payment postmarked 
no later than Now. 1 20 11.  To pay the 2nd half installment, send 
the coupon below with your payment postmarked no later than 
May 1,201 2. To pay taxes for the full year if the entire amount 
bifled per notice exceeds $100, send the coupon below with your 
payment poslmarked no bterthan Dec. 31,2011 and no interest 
#ill be charged for cunent year. 
Make your check payable to and mail to: 
Ross D. Jacobs, Yavapai County Treasurer 
Yavapai County Treasurer's Office 
101 5 Fair Sheet 
Pmcott,AZ 86305 

APPALOOSA WATER COMPANY 
C/O JOE CORDOVANA 
PO BOX 3150 
CHlNO VALLEY A2 86323 

PLEASE INCLUDE YOUR 
P4RCEL NUMRER 
ON YOUR CHECK. 

THWE WILL BE A CHARGE FOR EACH RETURNR) CHECK 
AND YOUR TAXES WILL REVERT TG AN WAlD STATUS. -- 

---_.----------------------------------------- 

DETACH AN@ RETURN WITH PAYMENT 201 1 TAX PAYMENT COUPOW 
APPALOOSA WATER COMPANY 
306-13-777 7 W0Mx)O 

Payment in US. FUNDS ONLY 
Make check payable to: 
Ross D. Jacobs, YavaDai Countv Treasurer 

Delinquency Date First Half Payment 
Penaltyforlatepaymentis 16% p e r y e a r p r o r a f e d ~  467.06 
as ofthe 1st day of the month for payments -4 

46 7.06 after 5:OO P.M. November 1,201 1 (ARS 42-1&052 and 

Delinquency Date Second Half Payment 934.72 
Penalty for late payment is 16% per year prorated montMy 
as of the 1st day of the month for payments posmwrked 
afder5:OOP.M. May 1,2912 (Am 42-18052 and ARS 

42-18053). 

Ross D. Jacobs, Yavapai County Treasurer 
Yavapai County Treasurer's office 42-18053.) 

Any btal property tax mtke ofS100 or less must be paid in 
fun no lalor than November 1,2011 at 5MP.M. 

lO15Fair S&t 
Presmtt. AZ 86305 

Remit one full year payment for billed amounts over $100 by 
Dee. 31,2011 and no interest will be charged for current 
year. 



EXHIBIT B 



APPALOOSA WATER COMPANY 
ARSENIC SCHEDULE JUNE 2010 THROUGH DECEMBER 2010 

ARSENIC SURCHARGE 
MONTH SURCHARGES BILLED WlFA PAYMENT SHORTAGE A.W. CO PAID 
JUNE $1,155.57 
JULY $1,194.12 
AUGUST $1,198.37 
SE PTEM B ER $1,171.13 $5,655.42 $936.23 

OCTOBER $1,15 1.67 $1,45 2.44 $300.77 
NOVEMBER $1,155.55 $1,452.44 $296.89 
DECEMBER $1,171.13 $1,452.44 $281.31 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
TOTALS $8,197.54 $10,012.74 $1,815.20 



Water Infrastructure Finance Authority 
I l l0  Wesf Washingfon Sfe. 290 - Phoenix, AZ 85007 

Debt Service lnvoice 

~ 

Date Description Amount 
4/1/2012 Principal $ 634.22 

l n z t  106.26 
472.27 Fee 
239.69 

-111 

___- 
-I_-...-- 

-- Debt Service Reserve ..I - 

Loan Number: 920187-10 
Date: March 16,2012 

Balance Additional 
634.22 
106.26 
472.27 
239.69 . 

$ __--I-_- 

---. 
-_--- 

Bill to: Appaloosa Water Company 
Am: Joseph Cordovana 
1228 West Road 4 North 
Chino Valley, AZ 86323 
Fax: (928) 636 6160 
gbrightday@aol.com 

Contact: Julie Flores 
Phone: (602) 364-1 3 10 
Fax: (602) 364-1 327 
E-mail: jnoresbazwifanoy 

I Total I $ 1,452.44 

REMINDER: PAYMENT WILL BE WITHDRAWN VIA ACH ON OR AFTER 4/1/2012 

"Arizona's Water and Wastewater Funding Source" 

mailto:gbrightday@aol.com


EXHIBIT C 



REMIT TO: INVOICE 
INVOICE NO. 

201 South 26& Street 
Phoenix, M .  85034 
Phone: (602) 996-3444 9/2/2011 
F a :  (602) 996-9408 

H y d r o  M e c h a n i c a l  S o l u t i o n s  

SHIP TO : 

c 

BILL TO : 
Appaloosa Water Company 
P.O. Box 3 150 
Chino Valley, M 86323 

25,000.00 

L J 

25.000.00 

P.0.NO. I Verbal: Joe Cordovana I ~~ I JOB NAME I TWS #13-208/DWR Well 55-607274 

Net30 I 

1552 1 

- 

10/2/20 1 1 ss 9/2/2011 

DESCRIPTION 

3ayoxide E33 Arsenic Removal Media - 114 cf - (2) super sacks 
:ontaining 57 cf 

. _. 

I Total $25,000.00 

THANK YOU FOR YOUR ORDER! 
PLEASE REFERENCE INVOICE t ON YOUR REMITTANCE. 

A FINANCE CRARGE COMPUTED AT A PERIODIC RATE OF l-l/Z% PER MONTH WHXCH IS AN ANNUAL PERCENTAGE RATE OF 18X, OR HIGHEST LAWWL 
RATE. WILL BE APPLIED TO PAST DUE ACC6IJn‘TS m R  DEDU-G CURRENT PAWNTS ANDIOR CREDITS. PAY IN FULL WITHIN 30 DAYS or 
INVOICE DATE TO AVOID FINANCE CHARGE. 
CUSTOMXR AGREES TO ALL TERMS AND CONDITIONS ON REVERSE SIDE UVCORPORATED EIEReBY REFERENCE, INCLUDING THE TERMS OF 
PARAGRAPH 7 WAlCIi CREATES A PURCHASE MONEY SECURITY INTEREST IN FAVOR OF SELLER. 

X 

AIJ. Cl.AlMS FOR SUnRTACFS An1 IST RE MAnF 1N WRlllNG U” m. DAYS. 
RECEIVED AND ACCEPTED BY 



Yava& Water Production L.L.C. 
Kimble McClymonds 
2132 Stringfield Dr 
PrescottAZ 86305 
(9281771 -94-6 1 

Invoice 

P.O. Box 31 50 

i I 

serviced 

Job 

Media chang~ out 

DesaJption Rate Amount 

Labor- Change out 100 cubic W of media &om 1,950.00 1 QM.00 
AS filter. Iucludhg pump sub conmor 
Labor- Sand bagmedia, tee, d d  175.00 175.00 
disinfect # I  vessel 

I 

€-Mail 

ywlr@cableone.net 

mailto:ywlr@cableone.net


ARIZONA DEPARTMENT 

E NVI RO N M ENTAL Q UAL I TY 
OF 

1 11  0 West Washington Street Phoenix, Arizona 85007 
(602) 771 -2300 www.azdeq.gov 

Governor Director 
Janice K. Brewer Henry R. Darwin 

November 8,20 1 1 Case ID #:125716 

Appaloosa Meadows Subdivision 
Attention: Joseph Cordovano, President 
1228 West Road, 4-N 
Chino Valley, Arizona 86323 

Subject : Closure of the June 30,2011 Notice of Violation 
Appaloosa Meadows Subdivision - Public Water System #13-208 

Dear Mr. Cordovano: 

The Arizona Department of Environmental Quality (ADEQ), has closed the Notice of Violation 
(NOV) issued to Appaloosa Meadows Subdivision (Appaloosa) on June 30,20 1 1 for an arsenic 
exceedance. A copy of the June 201 1 NOV is attached. 

ADEQ has closed the NOV based upon its determination that Appaloosa has met the 
Documenting Compliance provisions of the NOV by replacing the arsenic media, submitting 
documentation to show the arsenic monitoring level is below the maximum contaminant level 
and submitting a Microbiological Site Sampling Plan. 

ADEQ will not proceed with further action at this time. However, if additional information 
regarding the alleged violations is discovered, or if further violations OCCUT, ADEQ may 
reconsider its position and take additional action as appropriate and as allowed by law. 

Thank you for your efforts to comply with Arizona’s environmental requirements. Should you 
have any comments or questions regarding this matter, please do not hesitate to contact me at 
602.771.2209 or contact Vivian Burns, Case Manager Water Quality Enforcement Unit at 
602.77 1.460 8, or burns .vivian@,azdeq . gov. 

Sincerely, L .  

A 

Marcia Colquitt, Managkd 
Water Quality Enforcement Unit 

lo- Q 3q q3- t3 -11 -@OW Southern Regional Office 
400 West Congress Street * Suite 433 Tucson, AZ 85701 . 

(520) 628-6733 w-O39(E3& k / 3 -  0jq3 
Printed on recvcled DaDer 

http://www.azdeq.gov


EXHIBIT D 



CHINO VALLEY FIRE DISTRICT 

11 33 W Road 3 North PO Box 264 0 Chino Valley, AZ 86323 
Ph: 928-636-2442 0 Fax: 928-636-1958 9 www.chinoazfire.com 

May 16,201 1 

Joe Cordovana 
Appaloosa Meadows Water Company 

Re: Fire Flow Requirements 

Dear Joe: 

You had requested' fire flow requirements for the Appaloosa Meadows Water Company. 
The fire flow requirement is 1000 gallons per minute for two hours with a 20 PSI 
residual, per Section B-105 2003 IFC. This calculates to 120,000 gallons of reserve 
storage to satisfy fire f l ~ w .  The tank at your facility is 65,000 gallons, which leaves the 
system 55,000 gallons under minimum fire flow requirements. 

Because your system is a combination fire and domestic, the above calculations should be 
added to your domestic storage requirements. Please feel free to contact me for any 
further details. 

Sincerely, 

David Wharton 
Fire Marshal 

cc Lou Sandoval, AZDEQ 

http://www.chinoazfire.com


CHINO VALLEY FIRE DISTRICT 
1133W Road 3 North 0 PO Box 264 0 Chino VaIIey, A2 86323 
Ph: 928-636-2442 Fax: 928-636-1958 0 www.chinoazfire.com 

- v  
FIRE 

December 12,201 1 

Joe Cordovana 
Appaloosa Meadows Water Company 

Re: Fire Flow Requirements 

Dear Joe: 

This is in reference to the letter I had sent you'on May 16,20 1 1, regarding the lack of fire 
flow in the Appaloosa Meadows development. 

Seven months have elapsed and I have not received a plan of action, nor a timeline to 
correct this situation. I must have a response from you prior to January 30, 20 1 1, with a 
plan to correct this situation and a date when this will be compIeted. 

Sincerely, 

David Wharton 
Fire Marsha11 

http://www.chinoazfire.com


EXHIBIT E 



APPALOOSA WATER COMPANY 
NEW STORAGE TANK AND WATER LINE 
EXTENSION COST ESTIMATE 

ALL AMOUNTS ARE BASED ON ESTIMATIONS FROM THE 
ENGINEERS AND ALLSTATE TANK. 

1 EA 

80 L.F. 

60 L.F. 

2 EA 

2EA 

1EA 

1EA 

1EA 

1EA 

580L.F. 

2EA 

2EA 

1EA 

1EA 

1EA 

200,000 GAL STORAGE TANKWEITTLNGS 

8” D.I.P. 

4” D.I.P. 

8” G. VALVE 

4” G. VALVE 

ENGINEERING DESIGN 

CONSTRUCTION STAKING 

8” SOLENOID VALVE 

SITE PREPARATION 

8” CMU WALL 

GENERATOR WPROPANE TANK 

ELECTRIC PANEL 

4” SOLENOID VALVE 

TAXES 

PERMITSFEES 

200,000 

2,400 

1,200 

1,000 

500 

15,000 

7,500 

4,500 

15,000 

17,400 

120,000 

30,000 

3,000 

20,709 

30,237 



EXHIBIT F 



. -  
nrrnLuu3n ~ A I  CK GUMPANY 

Comparative Statement of Operations Year to Date 
for 12 Periods of Fiscal Year Ending 12/31/2011 

rage I 

Net Income (Loss) 
Operating Income (Loss) 

Gross Profit (Loss) 
Income 

WATER SALES 
SERVICE ESTABLISHMENT FEES 
ARSENIC FEES 
OFFICE ADMINISTRATIVE FEES 
CREDITS AND ADJUSTMENTS 
PREPAYSIOVERPAYS 
LATE FEES 

Total Income: 
Cost of Sales 

Total Gross ProR (Loss): 
Operating and Non-Cwh Expenses 

Operating Expenses 
Off#;er's Salary 
PAYROLL 
PAYROLL TAXES 
ALARM AND SECURITY 
ADVERTISING & PROMOTIONS 
BAD DEBTS 
BANK CHARGES 
COMPUTER SUPPORT 
GENERAL INSURANCE 
INSURANCE 
OFFICE SUPPLIES 
POSTAGE AND DELIVERY 
PROFESSIONAL FEE ENGINEERING 
PROFESSIONAL FEE ACCOUNTING 
PROFESSIONAL FEE LEGAL 
RENT 
REPAIRS & MAINTENANCE 
SUPPLIES 
REAL PROPERTY TAXES 
TAXESLICENSESFEES 
TELEPHONE 
TRAVELENTERTAINMENTIMUU-S 
UTILITIES 
WATER ANALYSIS EXPENSE 
DUES & SUBSCRIPTIONS 
MILEAGE REIMBURSEMENT 
LOAN INTEREST 
ADWR WATER FEES 

Total Operating Expenses: 
NonCash Expenses 

Depreciation Expense 

Total NokCash Expemes: 
Total Operating and NonCash Expenses: 

Total Operating Income (Loss): 
Other Income 

SALES TAX INCOME 
SALES TAX ACCTNG CREDIT 
RETURNED CHECK CHARGES 
INTEREST EARNED 

Total Other Income: 

125,879.1 I 
500.00 

14,211 .f3 
520- 00 

(6,m .w 
7,623.79 

145.09 

l42,797.86 
0.00 

142,797.88 

0.00 
25,437.18 
2,412.16 
234.00 
303.04 

0.00 
3% -90 
849.10 

0.00 
3,630.42 
1,677.13 
1,8;30.99 
525.00 

3,775.03 
4,875.00 
6,000.03 
2.861 -97 
25,m . I 4  
9,802.44 

15.184.84 
2,373.15 

0.00 
11 $51 M 
9,492.48 

0.00 
0.00 

6,183.81 
612.s 

134.7l4.41 

lW,243.41 

for Year Ending 1213112610 

133,060.28 
725.00 

7,lQ.W 
0.00 
0.00 
0.00 
0.00 

140,887.95 
0.00 

m , m .  12 
0.00 

4,079.84 
244.47 
558.39 
105.27 
370.45 
28.89 

7,373.60 
0.00 

2,955.97 
3.226.28 
6,247.50 
1,115.00 

0.00 
6,oM).00 
8.138.95 

792.M 
5,724.05 
1,674.04 
2,296.11 
543.82 

13.209.98 
9,048.66 

224.62 
781.06 

0.00 
0.00 

im.m.88 

cis,m.m 
55,759.00 

181.5M. 88 

(47,445.56) 

14,0733.74 

0.00 
0.61 

(68.74) 

(40,613.93) 

0.00 
0.00 

147.63 
0.00 

14.oM.61 147.63 

Change 

(7,181.17) 
(225.00) 

7,106.46 
520.00 

(6,061.26) 
7,623.79 

145.09 

1,909.91 
0.00 

1,909.91 

(50,769.12) 
25,437. 18 

( I O .  47) 
(1,667.68) 

(=.=I 
(105.27) 

21.45 
565.47 

3.630.42 
(1,278.84) 

(7,373.60) 

(1,405.69) 
(5,722.50) 
2,660.00 
4,875.00 

0.00 
(5,276.98) 
24,429,13 
4,078.39 

13,510.80 
77.04 

(2,158.97) 
443.82 

(781 .06) 
6,183.87 

612.93 

8,971.53 

(543.82) 

(224.62) 

(230 .OO) 

8,741.53 

(6,831.62) 

14,070.74 

(147.63) 
(68.74) 

0.61 

13,854.98 



APPALOOSA WATtK COMPANY 
Comparative Statement of Operations Year to Date 

for 12 Periods of Fiscal Year Ending 12/31/2011 

rage 4 

Year Ending 12131/2011 for Year Ending 1213112010 Change 

Net Income (Loss) 
Other Expenses 

INTEREST EXPENSE (5,om.W 0.W (5.000.00) 

Total Other Expenses: (5,ooo.W) 0.00 (5 ,OOO.OO) 

Total Net Income (Loss): (28,442.94) ( 4 0 5 0 , 4 8 6 . W  12.023.36 



. .  
APPALOOSA WATER COMPANY 

Comparative Statement of Operations Year to Date 
for 12 Periods of Fiscal Year Ending 12/31/2010 

Net Income (Loss) 
Operating Income (Loss) 

Gross Profit [Loss) 
Income 

WATER SALES 
SERVICE ESTABLISHMENT FEES 
ARSENIC FEES 

Total Income: 

Total Gross Pralst [Loss): 
Cost of Sales 

Operating and NonCash Expenses 
Operatlng Expenses 

Officer's Salary 
PAYROLL TAXES 
COPIER LEASE 
PROPERTY ASSOCIATION FEES 
MEMBERSHIP FEES 
ALARM AND SECURITY 
ADVERTISING t? PROMOTIONS 
BAD DEBTS 
BANK CHARGES 
COMPUTER SUPPORT 
GENERAL INSURANCE 
INSURANCE 
MANAGEMENT SERVICES 
OFFICE SUPPLIES 
POSTAGE AND DELIVERY 
PROFESSIONAL FEE ENGINEERING 
PROFESSIONAL FEE ACCOUNTING 
PROFESSIONAL FEE LEGAL 
RENT 
REPAIRS & MAINTENANCE 
SUPPLIES 
REAL PROPERTY TAXES 
TAXESlLlCENSESlFEES 
TELEPHONE 
TR AVEUE NTE RTAl N M ENTlM EALS 
UTILITIES 
WATER ANALYSIS EXPENSE 
DUES & SUBSCRIPTIONS 
MILEAGE REIMBURSEMENT 

Total Operating Expenses: 
Non-Cash Expenses 

Depreciation Expense 

Total Noncash Expenses: 

Total Operating and Non-Casb Expenses: 

Total Operating Income (Loss): 
Other Income 

SALES TAX ACCTNG CREDIT 
RETURNED CHECK CHARGES 

Total Other Income: 

Other Expenses 
INTEREST EXPENSE 

Total-r Expemes: 

Total Net Income (Loss): 

Year Endi i  1213112MO 

133,060.28 
725.00 

7,102.67 

W,am.s5 
8.00 

u1),887.95 

50,m. 12 
4,079.84 

0.00 
0.00 
0.00 

244.47 
593.33 
105.27 
370.45 
263.69 

7,373.60 
0.00 
0.00 

2,955.97 
3,226.28 
6,247.50 
1,115.00 

0.00 
6,o00.00 
8,138.95 
792.61 

5,724.05 
1,674.04 
2,296.11 

543.82 
13,209.98 
9.048.66 

224.62 
781 -08 

125,742.88 

55,798.00 

55,759.w 

181 ,w1.88 

{48,6l3.93) 

0.00 
147.63 

W . 6 3  

0.00 

0.00 

for Year Ending 12/31/2009 

130,352.54 
800.00 

0.00 

131.152.64 
0.00 

131,152.56 

43,653.82 
3.773.52 
253.02 
4cB.00 
200.00 
252.00 
680.28 
18.25 

514.60 
1,085.a 
4,622.43 
207.00 

5,000.00 
1,157.05 
2,323.69 
2.000.00 
950.00 

5,825.00 
9,ooO.oO 

19,582.90 
1.309.04 
5,977.38 
2,040.64 

992.73 
2p.P 

13,607.43 
4,580.31 

0.00 
0.00 

130,328.22 

58,319.00 

w1.31919.00 

188,647.22 

(57,484.68) 

19.82 
59.73 

79.55 

788.72 

Page 1 

Change 

2,707.74 

7,102.67 
(75.00) 

9,735.41 
0.00 

9,735.41 

7,115.30 
306.32 
(253.02) 
(e .00)  
(200.00) 
(7.53) 

(121.89) 
87.02 

(1 44.15) 
(822.17) 

2,751 . I 7  
(207.00) 

(5,000.00) 
1,798.92 
899.59 

4,247.50 
165.00 

(5,825.00) 
(3,000.00) 

(11,443.95) 

(=.w 
(=.a) 

1,303.38 
323.55 

(397.45) 
4,468.35 

z4.62 
781.06 

(517.03) 

(4,585 34) 

(2,560.00) 

(2 3m.w 
(7,145.34) 

16.880.75 

(19.82) 
87.90 

68.08 

(788.72) 

(788.72) 

17,737 .55 



2925 Harrison Drive 
Chino Valley, AZ 86323 

March 19, 2012 

Arizona Corporation Commis 
Docket Control 

Phoenix, AZ 85007 

y r  - 1200 W. Washington S t & d  " ? ?  mfl 2 2  4 

_ .  
Re: Appaloosa Water Company Water Rate Increase Request Docket A C , ' ~  cr,y,:r-,. , ,l 

NO W-03443A-11-0040 & NO W-03443A-10-0143 

Enclosures: 
1. Information on Balance Sheet Discrepancies -Notes/Receivables from 

Associated Com pan ies 
2. Information on Balance Sheet Discrepancies - Advances in Aid of 

Construction & Contributions in Aid of Construction 
3. Information on Water Usage and Water Meters 
4. Discrepancies on Appaloosa Water Company's Calculations on Arsenic 

Treatment Facility Expenses Dated Dec. 3, 2011 

Dear Sir: 

I am an Intervener in  the above referenced Dockets before the Commission and I 
hereby submit the following statements and attachments in response to  the 
Appaloosa Water Company's request for a rate increase. 

A. 
have increased a maximum of $ 0.02. Applicant invoices customers on a monthly 
basis and should have very minimal additional postage expense. 
B. The company reports the purchase of computers and software in 2010 at a 
cost of $ 1500.00. Prorated over a 12 month period for the average of 237 
customers result in $ 0.53 per customer per month. This expense has already 
occurred and does not justify an annual rate increase since software has a life 
expectancy of 5 years. 
C. 
fact, the application shows a decrease from $ 5,977 to $ 5,724. The other taxes 
noted on the application are probably sales taxes which are added to  the monthly 
invoices, after the rate calculation, and forwarded to  the state. 
D. Any cost for engineering, designing and constructing a new storage tank in  
the anticipation of an expansion of the water company service area represents a 
capital investment that should not be borne by the present customer base. The 
present facility has been certified as adequate for the current service area. Costs for 
expansion should be paid for by additional customers in the expanded area. 
E. The applicant has failed to justify the need for freeze resistant water meters. 
The freeze level for the ground in the service area is less than 8 inches which is 
above the depth o f  the current meters. If, for some reason, there is a freeze problem 
it most likely will occur in the customer's irrigation system which is not the 
responsibility of the water company. All of "the aging" meters do not need 
replacement unless it can be proven that they contribute to  the unexplained water 
loss (see Enclosure 3). There are maintenance costs associated with owning the 
water company that are factored in to the present rate structure. 

Since the present owners of the company assumed its assets postal rates 

There is no increase in property tax shown on the rate increase application, in 

b 

ARIZONA CORPORATION COMMISSION 
DOCKETS W-03443A-11-0040 & W-03443A-10-0143 



F. There may be a need for an emergency electric generator which could easily 
be purchased from the loan that the present owner of the company has taken from 
the assets of the company (see Enclosure 1). 
G. 
capacity that was needed to serve the present service area and the company has 
failed to operate it so that it keeps the arsenic levels a t  or less that levels required 
by Federal statute. The WIFA loan secured by the company was only partially used 
for the arsenic installation and yet the company wants its present rate base to pay a 
rate that reimburses i t  for the entire amount (see Enclosure 4). 
H. 
more than 400% from the date of purchase in 2006 to 2010 (from $ 12,533.00 to 
$ 50,769.00) with no appreciable increase in the customer base. He reports rents as 
an expense of $ 6000.00 which he apparently pays himself since there are no offices 
o f  the water company that are open to customers. 
I. I n  the company's rate increase application page 19 (Comparative Statement 
of Income and Expense) there is a reduction in net loss of approximately $ 2000.00 
from 2009 to 2010 in spite of a $ 7115 increase in Mr. Cordovana's salary and an 
increase of $ 13,406 depreciation expense. These statements indicate that there is 
no need for a rate increase and that Mr. Cordovana continues to  increase his salary 
in  spite of the fact that the water company has approximately the same number of 
customers as it did when he purchased the company. 
J. 
Mr. Cordovana is attempting to  repay the company or pay interest on the $ 141,187 
loan that he has taken from the company. He has not complied with the 
Commission's Decision 71236 (Docket No. W-03443A-08-0313) and he is in violation 
with Chapter 80 of the Internal Revenue Code (see Enclosure 1). 
K. Appaloosa Water Company has failed to rebate deposits to  its customers on a 
regular basis (see Enclosure 2). 

The arsenic treatment plant installed by the company has a much larger 

The present owner of Appaloosa Water Company has increased his salary 

The calculations reported on the rate increase application do not show that 

I respectfully submit this information to the Corporation Commission and implore the 
Commission to deny this rate increase request. I t  would appear that the 
administrative costs for the operation of a 237 customer public service company may 
be excessive and that a rate reduction may be in order. 

Respectf .A 
JOHN k. BLANN, JR. 

CC: Arizona Corporation Commission (13) 
Appaloosa Water Company (1) 

Docket No. W-03443A-11-0040 & W-03443A-10-0143 
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‘\lCLOSURE( 1 ) PAGE I OF y’ 

APPALOOSA WATER COMPANY WATER RATE INCREASE REQUEST 
ARIZONA CORPORATION COMMISSION DOCKET NUMBERS 

W-03443A-11-0040 & W-03443A-10-0143 

INFORMATION ON BALANCE SHEET DISCREPANCIES 

N OTES/R EC E N A B  LES F RO M ASS 0 C I ATE D CO M PAN I ES 

Re: A. A2 Corp Commission Decision 71236 (Docket No W-03443A-08-0313) 
B. Internal Revenue Code Chapter 80 General Rules Paragraph 7872 

- 
Attachments: 
1. Appaloosa Water Company Unanimous Written Consent ... dated Sept 1, 2009 
2. Amortizing Loan Calculator for a $141,187 loan 

AZ Corporation Commission Decision 71236 paragraph 75 states in part “Staff 
recommends the Company be required to get board approval for the loan with a 
written note, and establish a repayment schedule”. The loan in question resulted 
mainly from proceeds realized from the sale of Lot 20, Appaloosa Meadows, 
Phase I1 in 2006 by the Appaloosa Water Company which Mr. Joseph Cordovana 
withdrew from the water company. 

On September 8, 2009 the ACC docketed Compliance Actions that contained 
attachment (1) showing that Mr. Cordovana acknowledged a $141,186.94 loan 
and that he was going to repay the water company “in the following manner. 
$300.00 per year beginning January 1,2010 and every January lSt every year 
thereafter for 30 years when a balance due of $132,186.94 will be due and 
payable in full”. 

Reference (B) paragraph 7872 characterizes this type of loan as a “below-market” 
loan and Internal Revenue Service Publication 535 Chapter 4 (Business Expenses, 
Interest) specifies the manner in which interest is  to be applied. It classifies this 
type of interest as “foregone interest’’ and states that “For any period, foregone 
interest is: (1) The interest that would be payable for that period if interest 
accrued on the loan a t  the applicable federal rate and was payable annually on 
December 31, minus (2) Any interest actually payable on the loan for the period”. 

ARIZONA CORPORATION COMMISSION 
DOCKETS W-03443A-11-0040 & W-03443A-10-0143 



NCLOSURE ( I ) PAGE 2 OF 

- 2 -  

APPALOOSA WATER COMPANY DID NOT COMPLY WITH 1.R.S REGULATIONS 

Mr. Cordovana’s loan agreement with Appaloosa Water Company violates the IRS 
Code in that it does not provide for any interest payments or accrual of unpaid 
interest over the life of the loan. Interest must be imputed. Over the 30 year life 
of this loan the Federal Rate is  expected to average 3.5%. Attachment (2) is  an 
amortization schedule for a $141,187 30-year loan a t  3.5%. If Mr. Cordovana 
wishes to pay interest only with a balloon payment in 30 years he owes the 
Appaloosa Water Company $411.80 per month. If he wishes to pay principal and 
interest the payments would be $633.99 per month. If he wishes to pay $300.00 
per year he must add the unpaid interest to the principal balance and show the 
adjusted amount on his balance sheet. 

In the Rate Increase Application (Docket No. W-03443A-11-0040) Page 21(Balance 
Sheet), Line 146 (Notes receivable from Associated Companies), Appaloosa Water 
Company does not indicate any change in the amounts a t  the beginning of the 
test year versus the end of the test year. Attachment (1) states that payments 
will begin January 1, 2010. This indicates that Mr. Cordovana hasn’t honored his 
commitment to repay any part of the loan. 

MR. CORDOVANA HAS REMOVED CASH ASSETS FROM THE APPALOOSA WATER 
COMPANY THAT COULD BE INVESTED WITH INTEREST OR BE AVAILABLE FOR 
CAPITAL IMPROVEMENTS 

ARIZONA CORPORATION COMMISSION 
DOCKETS W-03443A-11-0040 & W-03443A-10-0143 ’ 
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ARIZONA CORPORATION COMM ISSlON 
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Amortizing Loan Calculator 
~- 

ENCLOSURE( i ) PAGE OF 

Your payment is $633.99 for a $141,187 loan. 

Your $141,187 loan has a payment of $633.99 per month 
for 360 months. If you make all of your payments on this 
loan, and do not prepay any of the principal, the total 
interest for this loan is $87,051.02. 

Principal Balances for a $141,187 loan 

# 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Loan summary 

Monthly payment $633.99 

Loan amount $141,187 

Interest rate 3.500% 

Term 360 months 

Total of payments $228,237.96 

Total interest paid $87,051.02 

$100 
n 
3 = $80 
Q 
D 

$ 5 0  

$40 

$20 

1 5 41 13 17 21 25 30 

Year Number 

Payment schedule 

Pay men t 

$6 33.9 9 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.9 9 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 
$633.99 

Principal 

$222.19 
$222.84 
$223.49 
$224.14 
$224.80 
$225.45 
$226.1 1 
$226.77 
$227.43 
$228.10 
$228.76 
$229.43 
$230.10 
$230.77 
$231.44 
$232.12 
$232.79 
$233.47 
$234.15 
$2 34.84 
$235.52 
$236.21 
$236.90 
$237.59 
$238.28 

Interest 

$41 I .80 
$411.15 
$410.50 
$409.85 
$409.19 
$408.54 
$407.88 
$407.22 
$406.56 
$405.89 
$405.23 
$404.56 
$403.89 
$403.22 
$402.55 
$401.87 
$401.20 
$400.52 
$399.84 
$399.1 5 
$398.47 
$397.78 
$397.09 
$3 96.40 
$395.71 

Loan balance 
$141,187 
$140,964.75 
$140,741.91 
$140,518.42 
$140,294.28 
$140,069.48 
$139,844.03 
$139,617.92 
$139,391.15 
$1 39,163.72 
$138,935.62 
$1 38,706.86 
$1 38,477.43 
$1 38,247.33 
$138,016.56 
$137,785.12 
$1 37,553.00 
$137,320.21 
$137,086.74 
$1 36,852.59 
$1 36,617.75 
$1 36,382.23 
$1 36,146.02 
$1 35,909.12 
$135,671.53 
$1 35,433.25 

$633.99 $238.98 $395.01 $1 35,194.27 
$633.99 $239.67 $394.32 $1 34,954.60 
$633.99 $240.37 $393.62 $1 34,714.23 
$633.99 $241.07 $392.92 ’ $1 34,473.16 
$633.99 $241.78 $392.2 1 $134,231.38 
$633.99 $242.48 $391.51 $1 33,988.90 

! 
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F”‘LOSURE( &) PAGE I OF f 

APPALOOSA WATER COMPANY WATER RATE INCREASE REQUEST 
ARIZONA CORPORATION COMMISSION DOCKETS W-03443A-11-0040 & 

W -03443A- 10-0 143 

INFORMATION ON BALANCE SHEET DISCREPANCIES 

ADVANCES IN AID OF CONSTRUCTION & CONTRIBUTIONS IN AID OF 
CON STRU CTlO N 

Re: Commission Rules on Water (AZ Administrative Code Title 14, Article 4) 

R14-2-401. Definitions (in part): 
Line 1. “Advance in aid of construction”. Funds provided to  the utility by the 

applicant under terms of a main extension agreement the value of which may be 
refundable. 

Line 8. “Contributions in aid of construction”. Funds provided to  the utility by 
the applicant under the terms of a main extension agreement and/or service 
connection tariff the value of which are not refundable. 

R14-2-405. Service connections and establishments (in part): 
6. Service lines 

Line 2. An applicant for service shall pay to  the utility as a refundable advance 
in aid of construction the sum as set forth in the utility’s tariff for each size service 
and meter. Except where the refundable advances in aid of construction for 
meters and service lines have been included in refundable advances in aid of 
construction for line extensions and thus are refundable pursuant to main 
extension contracts approved by the Commission, each advance in aid of 
construction for a service line or meter shall be repaid by the utility by an annual 
credit of 1/10 of the amount received, said credit to be applied upon the water 
bill rendered in November of each year until fully paid, for each service and meter 
for which the advance was made, and said credit to commence the month of 
November for all such advances received during the preceding calendar year. 

THE APPALOOSA WATER COMPANY HAS NOT FOLLOWED THESE GUIDELINES 
I 

I 

i 

ARIZONA CORPORATION COMMISSION 
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ENCLOSURE (2) PAGE 2 OF 5’ 

- 2 -  

At  the beginning of 2006, according to its’ annual report, the balance sheet for 
Appaloosa Water Company showed $80,948 “Advances in Aid of Construction” 
and $ 536,490 “Contributions In Aid of Construction”. 

The water company’s 2007 annual report balance sheet shows $519,710 for 
“Advances in Aid of Construction” and 0 for “Contributions in Aid of Construction” 
a t  the end of 2007. 

The water company’s 2008 and 2009 annual report balance sheets shows no 
change in the amount or annotation. 

The water company’s 2010 annual report balance sheet shows a beginning 
balance under “Contributions in Aid of Construction” of $ 759,327 and an ending 
balance of $759,327. The report further shows a beginning balance under 
“Advances in Aid of Construction’’ of $570,318 and an ending balance of 
$570,318. There are no entries for “Accumulated Deferred Investment Tax 

C re d i ts”  . 

The Rate Application by Appaloosa Water Company docketed February 17, 2011 
(Docket No: W-03443A-11-0040) contains a balance sheet (page 22) which shows 
a beginning and ending balance of $501,621 for “Accumulated Deferred 
Investment Tax Credits”. 

THERE ARE GLARING INCONSlSTANClES BETWEEN THE ANNUAL REPORTS AND 
THE RATE APPLICATION DOCKETED ON FEBRUARY 17,2011 

APPALOOSA WATER COMPANY PAID A REFUND IN NOVEMBER OF 2009 
presumably because it had received “Advances in Aid of Construction” and yet on 
their balance sheet they do not show this and on page 24 of their rate increase 
request (Advances in Aid of Construction (Acct 252) they show “NoData”for 
2008,2009 & 2010. 

APPALOOSA WATER COMPANY DID NOT REFUND ALL “ADVANCES IN AID OF 
CONSTRUCTION” MONIES DUE THEIR CUSTOMERS IN NOVEMBER 2010 & 2011 

ARIZONA CORPORATION COMMISSION 
DOCKETS W-03443A-11-0040 & W-03443A-10-0143 



.' :LOSURE( 2) PAGE 3 OF s/ 

- 3 -  

APPALOOSA WATER COMPANY IS IN DIRECT VIOLATION OF TITLE 14, ARTICLE 4 
OF THE ARIZONA ADMINISTRATIVE CODE 

When some customers complained that they had not received the 10% credit on 
their November billings, credits were issued but those who did not complain did 
not get their credit. 

APPALOOSA WATER COMPANY SHOULD BE DIRECTED TO IMMEDIATELY ISSUE 
THE PAST DUE CREDITS AND TO CONSISTANTLY CREDIT EACH CUSTOMER WHAT 
IS DUE THEM ON AN ANNUAL BASIS 

- .  . 

A R I ZO N A C 0 R P 0 RAT I 0 N CO M M IS S I 0 N 
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ENCLOSURE (2) PAGE OF < 
Arizona Administrative Code 

Corporation Commission - Fixed Utilities 

Titlc 14, Ch. 2 

the standards approved by the American National Stan- 
dards Institute, Inc., known as: ANSI 221.20-1975, Auto- 
matic Gas Ignition Systems and Components. 
Except as otherwise provided, gas-fired space heating 
equipment shall be certified by the Conmission if it coin- 
plies with one of the standards approved by the American 
National Standards Institute, Inc., known as: 
a. ANSI Z21.47-1973-Gas-Fired Gravity and Forced 

Air Central Furnaces, addenda Z21.47a-1974, and 
addenda 2 2  1.47b-1975. 

b. ANSI 221-11.1-1974-Vented Room Heaters, 
addenda 2 2  I .  11.1 a-1 975 and addenda 22  1.1 I. 1 b- 
1976. 

c. ANSI 221.13-1974-Gas-Fired Low-Pressure Steam 
and Hot Water Boilers, and addenda Z21.13a-1976. 

d. ANSI 221.44-1977-Gas-Fired Gravity and Fan Type 
Sealed Combustion System Wall Furnaces. 

e. ANSI Z21.49-1975-Gas-Fired Gravity and Fan Type 
Vented Wall Furnaces and addenda 221.49a-1977. 

f. ANSI Z21.48-1973-Gravity and Fan Type Floor 
Furnaces and addenda 221.48a-1974 and addenda 
Z21.48b-1975. 

2. 

E. Gas clothes dryers. 
1. Except as otherwise provided. all intermittent type igni- 

tion devices used on gas clothes dryers shall be certified 
by the Commission if they comply with the standards 
approved by the American National Standards Institute, 
Inc.. known as: ANSI Z21.20-1975-Automatic Gas Igni- 
tion Systems and Components. 
Except as otherwise provided, gas clothes dryers shall be 
certified by the Commission, if they comply with the 
standards approved by the American National Standards 
Institute, Inc., known as ANSI Z21.5.1-1975-Type 1 
Clothes Dryers. 

Except as otherwise provided, all intermittent type igni- 
tion devices used on a household cooking gas appliance 
shall be certified by the Coniinission if they comply with 
the standards approved by the American National Stan- 
dards Institute, Inc., known as: ANSI 221.20-1975-Auto- 
matic Gas Ignition Systems and Component. 
Except as otherwise provided. household cooking gas 
appliances shall be certified by the Commission if they 
comply with the standards approved by the American 
National Standards Institute, Inc., known as: ANSI 
221.1-1974-Household Cooking Appliances, addenda 
Z21.1a-1974, and addenda Z21.1b-1976. 

Except as otherwise provided. all intermittent type igni- 
tion devices used on a gas-fired air conditioner shall be 
certified by the Commission if they comply with the stan- 
dards approved by the American National Standards 
Institute, lnc., known as: ANSI 221.20-1975-Automatic 
Gas Ignition Systems and Components. 
Except as otherwise provided, gas-fired air conditioners 
shall be certified by the Commission, if they comply with 
the standards approved by the American National Stan- 
dards Institute, Inc., known as: ANSI 221.40.1-1973- 
Gas-Fired Absorption Summer Air Conditioning Appli- 
ances, and addenda 221.40.1a-1974. 

Shall be certified by the Commission if they comply with 
the standards approved by the American National Stan- 
dards Institute, Inc.. known as: ANSI Z21.20-1975-Auto- 
matic Gas Ignition Systems and Components. 

2. 

F. Household cooking gas appliances. 
1. 

2. 

G Gas-fired air conditioners. 
1. 

2. 

H. Decorative gas logs. 
1. 

2. Except as otherwise provided, gas-fired decorative gas 
logs shall be certified by the Coinmission if they comply 
with the standards approved by the American National 
Standards Institute, Inc., known as: ANSI 221.60-1975- 
Decorative Gas Appliances for Installation in Vented 
Fireplaces and addenda 22  1.60a-1976. 

Shall be certified by the Commission if they comply with 
the standards approved by the American National Stan- 
dards Institute, Inc., known as: ANSI Z21.20-1975-Auto- 
matic Gas Ignition Systems and Components. 
Except as otherwise provided, gas-fued vented decora- 
tive appliances shall be certified by the Commission if 
they comply with the standards approved by the Ameri- 
can National Standards Institute, Inc., known as: ANSI 
Z21.50-1973-Vented Decorative Gas Appliances, 
addenda Z21.50a-1974 and addenda Z21.50b-1974. 

J. The statement mentioned in subsection (B)(2) which is 
required on the rating plate will be the Seal of Certification for 
Arizona. The rating plate will be furnished and applied and 
distributed by the manufacturer. 
The Utilities Division of this Commission is charged with the 
duty of maintaining the records necessary for the control of the 
Certification Program and will notify manufacturers in accor- 
dance with paragraph 40-1204, Article 1, Chapter 7, Title 40 
ofthe Arizona Revised Statutes. 
Variance. Variation from the temis and conditions of this rule 
shall be permitted only upon the verified application of an 
affected party to the Commission, setting forth the circum- 
stances whereby the public interest requires such variation, 
and upon the issuance of a special Order of the Commission. 
The Commission may require an application for such variation 
to be presented in a public hearing. 

Historical Note 
Former Section R14-2-135 renumbered as Section R14- 

2-314 without change effective March 2, 1982 

ARTICLE 4. WATER UTILITIES 

R14-2-401. Definitions 
In this Article, unless the context otherwise requires, the following 
def ’ . ns shall apply: 

“Advance in aid of construction.” Funds provided to the 
utility by the applicant under the terms of a main exten- 
sion agreement the value of which niay be refundable. 
“Applicant.“ A person requesting the utility to supply 
water service. 
“Application.” A request to the utility for water service, 
as distinguished from an inquiry as to the availability or 
charges for such service. 

4. “Arizona Corporation Commission.” The regulatory 
authority of the state of Arizona having jurisdiction over 
public service corporations operating in Arizona. 
“Billing month.” The period between any two regular 
readings of the utility’s meters at approximately 30 day 
intervals. 
“Billing period.” The time interval between two consecu- 
tive meter readings that are taken for billing purposes. 
“Commodity charge.” The unit of cost per billed usage, 
as set forth in the utility’s tariffs. 
“Contributions in aid of construction.” Funds provided to 
the utility by the applicant under the terms of a main 
extension agreement andor service connection tariff the 
value of which are not refundable. 
“Customer.” The person or entity in whose name service 
is rendered, as evidenced by the signature on the applica- 

1. Vented decorative gas appliances. 
1. 

2. 

K. 

L. 

(SUPP. 82-2). 

CJ 
2. 

3. 

5. 

6 .  

7. 

pJ 
9. 

March 31.2011 Page 81 supp. 11-1 
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ENCLOSURE (2) PAGE < OF < 
Arizona Administrative Code 

Corporation Commission - Fixed Utilities 

Title 14, Cli. 2 

1. Each utility shall transmit to affected customers by the 
niost economic means available a concise summary of 
any change in the utility’s tariffs affecting those custom- 
ers 
This infonnation shall be transmitted to the affected cus- 
tomer within 60 days of the effective date of the change. 

Historical Note 
Adopted effective March 2, 1982 (Supp. 82-2). 

R14-2-405. Service connections and establishments 
A. 

2. 

Priority and timing of service establishments 
1. After an applicant has complied with the utility’s applica- 

tion and deposit requirements and has been accepted for 
service by the utility, the utility shall schedule that cus- 
tomer for service connection and/or establishment. 
Service establishments shall be scheduled for completion 
within five working days of the date the customer has 
been accepted for service, except in those instances when 
the customer requests service establishment beyond the 
five working day limitation. 
When the utility has made arrangements to meet with a 
customer for service establishment purposes and the util- 
ity or the customer cannot make the appointment during 
the prearranged time, the utility shall reschedule the ser- 
vice establishment to the satisfaction of both parties. 
Each utility shall schedule service establishment appoint- 
ments within a maximum range of four hours during nor- 
mal working hours, unless another time-frame is 
mutually acceptable to the utility and the customer. 
Service establishments shall be made only by qualified 
utility service personnel. 
For the purposes of this rule, service establishments are 
where the customer’s facilities are ready and acceptable 
to the utility and the utility needs only to install or read a 
meter or turn the service on. 

An applicant for service shall be responsible for the cost 
of installing all customer piping up to the meter. 

refundable advance in aid of construction the sum as set 
forth in the utility’s tariff for each size service and meter. 
Except where the refundable advances in aid of construc- 
tion for meters and service lines have been included in 
refundable advances in aid of construction for line exten- 
sions and thus are refundable pursuant to main extension 
contracts approved by the Commission, each advance in 
aid of construction for a service line hr meter shall be 
repaid by the utility by an annual credit of 1/10 of the 
amount received, said credit to be applied upon the water 
bill rendered in November of each year until fully paid, 
for each service and meter for which the advance was 
made, and said credit to commence the month of Novem- 
ber for all such advances received during the preceding 
calendar year. 
Where service is being provided for the first time, the 
customer shall provide and maintain a private cutoff 
valve within 18 inches of the meter on the customer’s 
side of the meter, and the utility shall provide a like valve 
on the utility’s side of such meter. 
The Company may install its meter at the property line or, 
at the Company’s option, on the customer’s property in a 
location mutually agreed upon. 
Where the meter or service line location on the cus- 
tomer’s premises is changed at the request of the CUS- 

tomer or due to alterations on the customer’s premises, 
the customer shall provide and have installed at his 

2. 

3. 

4. 

5. 

6. 

B. Service lines 
1. 
- 

An applicant for service shall pay to the utility as a 

3. 

4. 

5. 

expense all piping necessary for relocating the meter and 
the utility may make a charge for moving the meter and/ 
or service line. 
The customer’s lines or piping must be installed in such a 
manner as to prevent cross-connection or backflow. 
Each utility shall file a tariff for service and meter instal- 
lations for Commission review and approval. 

Each customer shall grant adequate easement and right- 
of-way satisfactory to the utility to ensure that customer’s 
proper service connection. Failure on the part of the cus- 
tomer to grant adequate easement and right-of-way shall 
be grounds for the utility to refuse service. 
When a utility discovers that a customer or his agent is 
performing work or has constructed facilities adjacent to 
or within an easement or right-of-way and such work, 
construction or facility poses a hazard or is in violation of 
federal, state or local laws, ordinances, statutes, rules or 
regulations, or significantly interferes with the utility’s 
access to equipment, the utility shall notify the customer 
or his agent and shall take whatever actions are necessary 
to eliminate the hazard, obstruction or violation at the 
customer’s expense. 

6. 

7. 

C. Easements and rights-of-way 
1. 

2. 

Historical Note 
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

subsection (B) effective September 28, 1982 
(SUPP. 82-5). 

R14-2-406. Main extension agreements 
A. Each utility entering into a main extension agreement shall 

comply with the provisions of this rule which specifically 
defines the conditions governing main extensions. 
An applicant for the extension of mains may be required to pay 
to the Company, as a refundable advance in aid of construc- 
tion, before construction is commenced, the estimated reason- 
able cost of all mains, including all valves and fittings. 
1. In the event that additional facilities are required to pro- 

vide pressure, storage or water supply, exclusively for the 
new service or services requested, and the cost of the 
additional facilities is disproportionate to anticipated rev- 
enues to be derived from future consumers using these 
facilities, the estimated reasonable cost of such additional 
facilities may be included in refundable advances in aid 
of construction to be paid to the Company. 
Upon request by a potential applicant for a main exten- 
sion, the utility shall prepare, without charge, a prelimi- 
nary sketch and rough estimate of the cost of installation 
to be paid by said applicant. Any applicant for a main 
extension requesting the utility to prepare detailed plans, 
specifications, or cost estimates may be required to 
deposit with the ‘utility an amount equal to the estimated 
cost of preparation. The utility shall, upon request, make 
available within 45 days after receipt of the deposit 
referred to above, such plans, specifications, or cost esti- 
mates of the proposed main extension. Where the appli- 
cant accepts utility construction of the extension, the 
deposit shall be credited to the cost of construction; other- 
wise the deposit shall be nonrefundable. If the extension 
is to include oversizing of facilities to be done at the util- 
ity’s expense, appropriate details shall be set forth in the 
plans, specifications and cost estimates. 
Where the utility requires an applicant to advance funds 
for a main extension, the utility shall hrnish the applicant 
with a copy of the Commission rules on main extension 
agreements prior to the applicant’s acceptance of the util- 
ity’s extension agreement. 

B. 

2. 

3. 
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APPALOOSA WATER COMPANY WATER RATE INCREASE REQUEST 
ARIZONA CORPORATION COMMISSION DOCKETS W-03443- 11-0400 & 

W-03443A- 10-0143 

INFORMATION ON WATER USAGE AND WATER METERS 

Re: 
1. Appaloosa Water Company Annual Reports for years ending 

2. Arizona Corporation Commission Decision 71236 for Docket 
12/31/2008. 12/31/2009. & 12/31/2010 

Numbers W-03443A-08-0177 & W-03443A-08-0313 

Attachment: 

Meters” by Dr. Hans D. Allender, P.E. 
“Determining the Economical Optimum life of Residential Water 

AZ Corporation Commission Decision 71236 Page 13, Paragraph 62 directs 
Appaloosa Water Company to  report the amount of water pumped from the 
well site beginning with its’ 2008 Annual Report. In  reviewing the company‘s 
annual reports from 2008 through 2010 it appears that these readings were 
not included on the annual reports until August of 2010. In  the five months 
that these readings were reported, the company is reporting that almost 12.5 
percent of the water pumped (or 246,531 gallons per month or 8,217 gallons 
per day) is not being sold to its’ customers. There are no discernable pools of 
water in the company‘s service area. 

The attached document by Dr. Allender indicates that a study of water 
meters shows that meters up to 20 years old have an accuracy of 0.994 
which indicates that up to 9814 gallons per month may be accounted for on 
the above calculated loss between gallons pumped and gallons sold. There 
should be some reason for concern that there is a possibility that there is 
non-metered water being siphoned from the water system that is not being 
metered or invoiced, possibly via the 6 inch line on the north of the system 
leading to the Cordovana properties which include a residence, club house, 3 
lakes and a nursery. 

The application for the rate increase indicates that the water company wants 
a capital fund to replace water meters that have been in place for only 6 to  
12 years and does not address the water loss problem. Only a 
comprehensive review of the company‘s monthly invoices and a physical 
inspection of the entire distribution system to insure that each outlet is 
metered and invoiced could determine if, in fact, there is such a significant 
loss. 

APPALOOSA WATER COMPANY HAS APPLIED FOR A RATE INCREASE 
TO HELP REPLACE WATER METERS AND I T  CANNOT ACCOUNT FOR 
ITS WATER LOSS OR OFFER SUFFICIENT EVIDENCE THAT THE 
METERS NEED REPtkClNG- 
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This means that 12 percent of the water that flows through the meter flows at low speed, 86 
percent at intermediate speed, and 2 percent at high speed. Combining in a single formula the 
pattern of water use, and the pattern of water meter reading capabilities produced by aging, it is 
now possible to calculate the real accuracy of the meters. 

The formula is: 

Real Meter Accuracy (RMA) = 

MRL(pul) + MRl(pui) + MRH(puh) 

Where: 

MRL - Meter Reading at Low Flow as Affected by Age 

MRI - Meter Reading at Intermediate Flow as Affected by Age 

MRH - Meter Reading at High Flow as Affected by Age 

pul - Pattern of Use at Low Flow 

pui - Pattern of Use at Inter. Flow 

puh - Pattern of Use at High Flow 

Armed with this formula, The Real Meter Accuracy for each age group is calculated at: 

Meters 15 Years Old 

RAM = [(0.95)(0.12) + (1.00)(0.86) + (1.00)(0.02)] = 0.994 

Meters 20 Years Old 

RAM = [(0.93)(0.12) + (1.00)(0.86) + (1.00)(0.02)] = 0.990 

Meters 25 Years Old 

RAM = [(0.87)(0.12) + (0.97)(0.86) + (0.98)(0.02)] = 0.958 

Meters 30 Years Old 

ARIZONA CORPORATION COMMISSION 
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RAM = [(0.35)(0.12) + (0.90)(0.86) + (0.96)(0.02)] = 0.816 

A typical household uses on the average about 9,000 gallons of water per month, this according 
to historical data and considering the summer peak consumption. Knowing the accuracy of 
meters calculated previously, the gallons of water going through the meters without being 
recorded can be calculated by subtracting from the average consumption the result of the 
multiplication of the RAM (the Real Accuracy of Meters) and the average consumption. 

The quantity of gallons of water that water meters do not record per month, per age group will be: 

Meters 15 Years Old 

9,000 Gallons - (9,000)(0.994) = 

54 Gallons per month 

Meters 20 Years Old 

9,000 Gallons - (9,000)(0.990) = 

90 Gallons per month 

Meters 25 Years Old 

9,000 Gallons - (9,000)(0.958) = 

378 Gallons per month 

Meters 30 Years Old 

9,000 Gallons - (9,000)(0.816) = 

/ 

1,656 Gallons per month 

We can now find out the cost of these misreadings. The vast majority of customers in Anne 
Arundel County use both, water and wastewater services. The payment schedule in Anne 
Arundel County is: 

First 5,000 gallons $8.82 (water) $1 1.58 (wastewater) 

Every 1,000 gallons $1.38 (water) $2.57 (wastewater) 

ARIZONA CORPORATION COMM lSSl ON 
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The combined rate for residential users is $3.95, which is the rate for water/wastewater 
consumption above the 5,000 gallons. Since the average household consumes well above the 
initial 5,000 gallons, the calculation will deal only with the rate ($3.95) that applies to every 1,000 
Gallons after the initial 5,000 gallons are consumed. 

The annual losses in revenue due to maintaining aging water meters are calculated for each age 
group at: 

Meters 15 Years Old 

12 x 54/1000 x $3.95 = $2.56 

Meters 20 Years Old 

12 x 90/1000 x $3.95 = $4.26 

Meters 25 Years Old 

12 x 398/1000 x $3.95 = $17.92 

Meters 30 Years Old 

12 x 1656/1000 x $3.95 = $78.64 

These values (when assembled as a graphic of time vs. cost) produce a curve that resembles an 
exponential distribution but of unknown parameters. The cumulative cost of not replacing water 
meters can be obtained empirically from the curve for different years. For purpose of 
simplification, it is assumed that the misreading factor for the first 10 years of the meter's life is 
negligible, and from there the cost increases linearly between the values of 10 to 15 years, 15 to 
20, 20 to 25, and 25 to 30 yearsit is known that the cost of replacing a residential water meter in 
Anne Arundel County is $39.00. This cost is broken down into $34.00 for the new meter, and 
$5.00 for the installation cost. 

Given these facts, Table 3 shows the annual cost of water meters. Under the column "Cost of 
Use" the annual cost due to meter inaccuracy is shown. Observe that this cost is zero the first 10 
years. The coltimn headed "Accumulated Cost" adds the "Meter Cost" ($39) and the "Cost of 
Use" up to that year. The last column presents the "Average Cost Per Year" and results from the 
quotient of the accumulated cost and the years in service. 

Optimum 
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Determining the Economical Optimum Life of Residential Water Meters 

Terms & Conditions of Use 

Detection 
When should you replace a water meter? A methodology for the calculation of this optimum age is presented. 

- Dr. Hans D. Allender, P.E. 

When should you replace a wafer rnefer? This question has become an evasive one for many 
Utilities that have to make this decision. On the basis of these meter readings, Utilities assess 
their water and wastewater customers with the corresponding consumption fees. Therefore, these 
fees, dictated by the meter's recordings, become the main source of income for the majority of 
Utilities. 

The assumption that aging makes water meters become less accurate, leads to the hypothesis 
that revenues are lost because the consumption of water is not completely recorded. However, 
replacing water meters that are still providing accurate recordings is a waste of resources and an 
additional economic burden for the Utilities. Between these two economically opposing 
tendencies, there is a point that economically justifies the cost of meter replacement. The central 
objective of this article is to provide a methodology for the calculation of the economic optimum 
age for meter replacement. 

This study concentrates in finding the economic optimum replacement time of non-commercial 
water meters. Data in this study applies to Anne Arundel County (Maryland) and is presented as 
an example. However, the methodology used can be adapted to any other Agency. In addition, as 
a secondary objective and in order to find the optimum, this study proves the assumption that 
water meters actually decay with age, losing their recording capabilities. 

After reviewing the latest literature on water meter replacement, it was concluded that no current 
study recommends the proper age for water meter replacement. Water meter life expectancy, as 
given by manufacturers, only offers the estimated time the water meter can function (mostly for 
guarantee purposes). However, it does not offer any analysis of the progressive decay of the 
meter's recording capabilities. Other studies point out the tremendous variations of conditions that 
water meters are exposed to in different parts of the country. These multiple conditions, ranging 
from chemical composition of the water, to variation of temperature and humidity, prevent any 
universal study on the decay of water meter recording capability to be successful. Therefore, the 
analysis has to focus on zones or districts with identical conditions. 

Sample 

The first step in the process aimed at producing a sample, for statistical analysis, of the local 
water meters. The analysis will yield a correlation of the misreading factor with age. Given the 
number of meters in the zone under analysis and to minimize sampling size while obtaining 
representative groups, the following experiment was designed. Eight (8) water meters per age 
group and four (4) age groups were tested by qualified technicians in the Norman Test Bench at 
the Meter Shop. The four age groups specified were 15, 20, 25 and 30 years-old. With the total 
sample size being 32 meters (eight water meters in four age groups), each water meter was 
tested at three levels of flow intensity: low flow (1/4 gallon per minute); intermediate flow (2 
gallons per minute); and fast flow ( I O  gallons per minute). The results assess the fraction (%) 
recorded by the water meter when compared to the real amount of flow forced through it. For 
example, a reading of 60 percent means that the water meter did not register 40 percent of the 
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water going through; it is only 60 percent accurate. The results from this experiment are 
assembled in Table 1. 

The test results consistently prove that the water meter's recording capability diminishes over 
time. This finding is accentuated when the meter operates at a low intensity flow. The results of 
the test show that not only the age of water meters diminishes their recording capability, but also 
the way customers use water affects the readings @e., less accuracy at low flow v. better 
accuracy at high flow). This additional finding complicated the study and compelled an 
investigation into the way customers use water. 

According to the agency's statistics, a typical household is composed of four persons and 
consumes about 108,000 gallons of water per year. To determine the pattern of water 
consumption in the area under investigation, three average four-person households were 
sampled. In this test, we wanted to estimate the portion of water that is consumed at low flow, 
intermediate flow, and high flow. At the selected households, measures of flow were taken at 
different outlets including instances of double or multiple simultaneous use. Table 2 shows the 
results of the sampling. 

The different water flow for the outlets in the sample is normally distributed around a mean value. 
Calculation of the mean and standard deviation produced the values: 

p = 0.89 GPM and s = 0.58 GPM 

The results of the sample indicate that the average water flow consumption is 0.89 GPM with a 
standard deviation of 0.58 GPM. With these two parameters known, the normal distribution curve 
for flow intensity can be easily constructed. The graph on page 20 shows the pattern of this water 
consumption. 

In order to cover the complete range of flow intensities, the ranges will be defined as follows: 

Low Flow 0 to 0.25 GPM 
t 

Intermediate Flow 0.25 to 2 GPM 

High Flow Above 2 GPM 

With these parameters, the corresponding areas under the Normal curve can be calculated using 
the Normal Distribution Tables. These values represent the proportions of water flowing through 
the meters at low flow, intermediate flow, and high flow, which provides an interpretation of how 
the water is consumed in terms of flow intensity. 

They are: 

Low Flow 0 .12 

Intermediate Flow 0.86 

High Flow 0.02 
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Finding the economically optimum year for replacement can be identified as a typical 
"replacement due to decreasing efficiency" problem. This methodology's objective locates the 
minimum average annual cost. It is based on the annual distribution of both costs (meter 
replacement and decreasing efficiency). In the table, developed for a span of 30 years, under the 
column "Average Cost Per 'fear" you will be able to pick the minimum annual cost and with it the 
year at which the meter should be replaced. Replacement at the end of year 16 will guarantee a 
minimum annual cost under the conditions specified in the presentation. 

Despite the fact that the accuracy of a 16 year-old water meter is estimated at 0.992, replacement 
at this age is economically justifiable. The justification for replacement lingers on the prevention of 
further losses and to meter the water flow the Agency incurs in the cost of buying and installing 
water meters. This cost, as shown in Table 3, reaches the minimum balance with the misreading 
cost at the end of the 16th year. Management should decide to replace these meters at the end of 
year 16 (under these conditions). A significant variation in the meter installation cost or price of 
water, will render the numerical answer (16th year) obsolete and will demand a recalculation of 
the optimum life. 

The value of this study rests in its methodology and not in the actual results. Even working with 
approximations, management can benefit from a similar study in their utility, For example, if 
calculations show the optimum replacement to be at the 16th year, they can decide to only 
replace meters older than 20 years. In the case of Anne Arundel County, it was found that by just 
replacing meters older than 30 years, additional revenue lost was calculated at over $201,800 per 
year. When comparing the potential increase in revenues and the cost of doing a similar water 
meter cost analysis, the keen manager will discover that the exercise presented in this paper is 
worth pursuing. 

About the Author: 

Dr. Hans D. Allender is president of "The ProducBoxTM Institute," a firm that furnishes training 
and management consulting services to diverse clients. As a management consultant, Dr. 
Allender specializes in reengineering, productivity and quality improvements under the TQM 
umbrella. 

Source: Wafer Engineering & Management September 1996 
Copyright 0 201 1 Scranton Gillette Communications 
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APPALOOSA WATER COMPANY RATE INCREASE REQUEST 
AZ CORPORATION CO M M lSSl0 N DOCKETS W-03443A- 11-0040 

& W-03443A- 10-0 143 

DISCREPANCIES ON APPALOOSA WATER COMPANY’S CALCULATIONS 
ON ARSENIC TREATMENT FACILITY EXPENSES DATED DEC . 3. 2011 

Attachment: Amortization schedule for WlFA Loan for $ 175,375.00 

The following invoices were submitted to  justify an expense of $ 200,521.62 for 
the installation of the arsenic treatment plant: 

AdEdge Technologies 8/8/2007 . . . . . . . . . . . . . . . . . . . . .  $25,200.00 
AdEdge Technologies 10/09/2007 . . . . . . . . . . . . . . . . . . . .  42,000.00 
AdEdge Technologies 08/28/2008 . . . . . . . . . . . . . . . . . . . .  91,375.00 
AdEdge Technologies 11/01/2008 . . . . . . . . . . . . . . . . . . . .  16,800.00 

Construction Costs Subtotal $ 175,375.00 

0 AdEdge Technologies 02/10/2009 . . . . . . . . . . . . . . . . . . . .  $ 7,641.09 
0 AdEdge Technologies 03/10/2009 . . . . . . . . . . . . . . . . . . . .  1,493.71 
0 AdEdge Technologies 04/06/2009 . . . . . . . . . . . . . . . . . . . .  1,440.35 
0 AdEdge Technologies 05/01/2009 . . . . . . . . . . . . . . . . . . . .  1,333.66 
0 AdEdge Technologies 05/29/2009 . . . . . . . . . . . . . . . . . . . .  1,493.71 

0 AdEdge Technologies 08/04/2009 . . . . . . . . . . . . . . . . . . . . .  1,867.13 
0 AdEdge Technologies 08/26/2009 . . . . . . . . . . . . . . . . . . . . .  1,173.63 

0 AdEdge Technologies 06/30/2009 . . . . . . . . . . . . . . . . . . . . .  1,707.09 

Finance Charges Subtotal $ 18,105.37 

0 Keogh Engineering 01/29/2009 . . . . . . . . . . . . . . . . . . . . . .  $ 3,500.00 
0 Keogh Engineering 10/22/2009 . . . . . . . . . . . . . . . . . . . . . . .  1,870.00 
0 Keogh Engineering 06/24/2010 . . . . . . . . . . . . . . . . . . . . . . .  1,001.25 
0 Keoph Engineering 01/27/2011 . . . . . . . . . . . . . . . . . . . . . . .  625.00 

Pre-construction Costs for New Storage Tank $ 6,996.25 
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The total of these invoices is  $200,521.62 and only those to  AdEdge Technologies 
in the amount of $175,375.00 are directly related to the construction and 
installation of the arsenic treatment plant. The dates on the subsequent invoices 
indicate that they occurred well after the arsenic treatment system was 
operational in 2008. 

The additional invoices submitted by Appaloosa Water Company for finance 
charges and pre-construction costs for a proposed new water tank should not be 
borne by current water company customers and the surcharge chargeback should 
just cover that part of the WlFA loan used directly for the arsenic treatment 
system. Attachment (1) indicates that the monthly payment for the arsenic 
system should be $ 1,032.95. The surcharge for the arsenic facility approved by 
the Corporation Commission Docket Nos. W-03443A-0177, e t  al. was $3.89 per 
month for 5/8 x % -inch meters and $9.73 per month for 1-inch meters. The 185 
customers with 5/8 x 3/4 -inch meters collectively pay a $ 719.65 surcharge and 
those 49 with 1-inch meters collectively pay a $476.77 surcharge. This total of 
$1,196.42 exceeds the arsenic system part of the loan payment by $163.47. 

IT APPEARS THAT APPALOOSA WATER COMPANY IS ASKING IT’S EXISTING 
CUSTOMERS TO PAY FOR A CAPITAL IMPROVEMENT THAT WOULD ALLOW THE 
COMPANY TO EXPAND IT’S SERVICE AREA AND THAT EXISTING CUSTOMERS 
WOULD BE ASKED TO PAY FOR INTEREST ACCRUED DUE TO INCONSISTANCIES IN 
THE WlFA LOAN APPLICATION THAT CAUSED THE LOAN TO BE DELAYED. 

THE CURRENT PRINCIPAL AND INTEREST CHARGES BACK TO THE COMPANY’S 
CUSTOMERS ALLOWS THE WATER COMPANY TO GET REIMBURSED FOR THE 
WlFA LOAN PRINCIPAL TWICE. ONCE THROUGH THE CHARGEBACK OF ITS 
CUSTOMERS FOR THE PRINCIPAL AND AGAIN THROUGH THE TAX CREDIT IT 
RECEIVES THROUGH DEPRECIATION OF THIS ASSET ON ITS CORPORATE 
BALANCE SHEET AND FEDERAL AND STATE TAX RETURNS. IT WOULD APPEAR 
THAT THE COMPANY IS UNFAIRLY PROFITING FOR ITS CHARGEBACK TO ITS 
CUSTOMERS FOR THIS LOAN. 

ARIZONA CORPORATION COMMISSION 
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APPALOOSA WATER COMPANY . rlFA LOAN 

Pmt No. Date Payment Principal In teres t Balance 

Beginning Loan Amount 175 , 375.00 

1 11-06-2009 [ 3 1,032.95 495.86 537.09 174 , 879.14 
2 12-06-2009 [ 3 1,032.95 497.38 535.57 174,381.76 

Totals For 2009: 2,065.90 993.24 1,072.66 174,381.76 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

1-06-2010 
2-06-2010 
3-06-2010 
4-06-2010 
5-06-2010 
6-06-2010 
7-06-2010 
8-0 6-2 0 10 
9-06-2010 

10-06-2010 
11-06-2010 
12-06-2010 

1,032.95 
1,032.95 
1 , 032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

498.91 
500.43 
501.97 
503.50 
505.05 
506.59 
508.14 
509.70 
511.26 
512.83 
514.40 
515.97 

534.04 
532.52 
530.98 
529.45 
527.90 
526.36 
524.81 
523.25 
521.69 
520.12 
518.55 
516.98 

173,882.85 
173,382.42 
172,880.45 
172 , 376.95 
171,871.90 
171,365.31 
170,857.17 
170,347.47 
169,836.21 
169,323.38 
168,808.98 
1 6 8 , 2 9 3 . 0 1  

Totals For 2010: 12,395.40 6,088.75 6,306.65 168,293.01 

15 1-06-201 1 
16 2-06-2011 
17 3-06-2011 
18 4-06-2011 
19 5-06-2011 
20 6-06-201 1 
21 7-06-2011 
22 8-06-2011 
23 9-06-2011 
24 10-06-2011 
25 11-06-2011 
26 12-06-2011 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1 , 032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

517.55 
519.14 
520.73 
522.32 
523.92 
525.53 
527.14 
528.75 
530.37 
531.99 
533.62 
535.26 

515.40 
513.81 
512.22 
510.63 
509.03 
507.42 
505.81 
504.20 
502.58 
500.96 
499.33 
497.69 

167,775.46 
167,256.32 
166,735.59 
166,213.27 
165,689.35 
165,163.82 
164,636.68 
164,107.93 
163,577.56 
163,045.57 
162,511.95 
161 , 976.69 
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Totals For 2011: 12,395.40 6,316.32 6,079.08 161,976.69 

27 1-06-2012 [ 3 
28 2-06-2012 [ 3 
29 3-06-2012 [ 3 
30 4-06-2012 [ ] 
31 5-06-2012 [ I 
32 6-06-2012 [ 3 
33 7-06-2012 [ ] 
34 8-06-2012 [ I 
35 9-06-2012 [ 1 
36 10-06-2012 [ 3 
37 11-06-2012 [ I 
38 12-06-2012 [ I 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

536.90 
538.54 
540.19 
541.84 
543.50 
545.17 
546.84 
548.51 
550.19 
551.88 
553.57 
555.26 

496.05 
494.41 
492.76 
491.11 
489.45 
487.78 
486.11 
484 -44 
482.76 
481.07 
479.38 
477.69 

161,439.79 
160,901.25 
160,361.06 
159,819.22 
159,275.72 
158,730.55 
158,183.71 
157,635.20 
157 , 085.01 
156,533.13 
155,979.56 
155,424.30 

Totals For 2012: 12,395.40 6,552 -39 5,843.01 155,424.30 
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39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

1-06-2013 
2-06-2013 
3-06-2013 
4-06-2013 
5-06-2013 
6-06-2013 
7-0 6-2 0 13 
8-06-2013 
9-06-2013 
10-06-2013 
11-06-2013 
12-06-2013 

-, 032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

556.96 
558.67 
560.38 
562.10 
563.82 
565.54 
567.28 
569.01 
570.76 
572.50 
574.26 
576.02 

4 ,.99 
474 -28 
472.57 
470.85 
469.13 
467.41 
465.67 
463.94 
462.19 
460.45 
458.69 
456.93 

154,867.34 
154,308.67 
153,748.29 
153,186.19 
152,622.37 
152,056.83 
151,489.55 
150,920.54 
150,349.78 
149,777.28 
149,203.02 
148,627.00 

Totals For 2013: 12,395.40 6,797.30 5,598.10 148,627.00 

51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

1-06-2014 [ 3 
2-06-2014 [ 3 
3-06-2014 [ ] 
4-06-2014 [ 3 
5-06-2014 [ ] 
6-06-2014 [ ] 
7-06-2014 [ ] 
8-06-2014 [ 3 
9-06-2014 [ 3 
10-06-2014 [ 3 
11-06-2014 [ ] 
12-06-2014 [ 3 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

577.78 
579.55 
581.32 
583.10 
584.89 
586.68 
588.48 
590.28 
592.09 
593.90 
595.72 
597.54 

455.17 
453.40 
451.63 
449.85 
448.06 
446.27 
444.47 
442.67 
440.86 
439.05 
437.23 
435.41 

148,04 9.22 
147,469.67 
146,888.35 
146,305.25 
145,720.36 
145,133.68 
144,545.20 
143,954.92 
143,362.83 
142,768.93 
142,173.21 
141,575.67 

Totals For 2014: 12,395.40 7,051.33 5,344.07 141,575.67 

63 1-06-2015 
64 2-06-2015 
65 3-0 6-2 0 15 
66 4-06-2015 
67 5-06-20 15 
68 6-06-20 15 
69 7-0 6-2 0 15 
70 8 -0 6-2 0 15 
71 9-06-2015 
72 10-06-2015 
73 11-06-2015 
74 12-06-2015 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

599.37 
601.21 
603.05 
604.90 
606.75 
608.61 
610.47 
612.34 
614.22 
616.10 
617.99 
619.88 

433.58 
431.74 
429.90 
428.05 
426.20 
424.34 
422.48 
420.61 
418.73 
416.85 
414.96 
413.07 

140,976.30 
140,375.09 
139,772.04 
139,167.14 
138,560.39 
137,951.78 
137,341.31 
136,728.97 
136,114.75 
135,498.65 
134,880.66 
134,260.78 

Totals For 2015: 12,395.40 7,314.89 5,080.51 134,260.78 

75 1-06-2016 [ ] 
76 2-06-2016 [ 3 
77 3-06-2016 [ ] 
78 4-06-2016 [ ] 
79 5-06-2016 [ 3 
80 6-06-2016 [ ] 
81 7-06-2016 [ 3 
82 8-06-2016 [ 3 
83 9-06-2016 [ 3 
84 10-06-2016 [ I 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1 , 032.95 
1,032.95 
1,032.95 

621.78 
623.68 
625.59 
627.51 
629.43 
631.36 
633.29 
635.23 
637.17 
639.13 

411 - 17 
409.27 
407.36 
405.44 
403.52 
401.59 
399.66 
397.72 
395.78 
393.82 

133,639.00 
133,015.32 
132,389.73 
131,762.22 
131,132.79 
130,501.43 
129,868.14 
129,232.91 
128,595.74 
127 , 956.61 

ARIZONA CORPORATION COMMISSION 
DOCKETS LV-03443A-11-0040 & W-03443A-10-0143 



85 11-06-2016 [ ] -, 032.95 641.08 3 -  - .  87 127,315.53 
86 12-06-2016 [ 3 1,032.95 643.05 389.90 126,672.48 

T o t a l s  For  2016: 12,395.40 7,588.30 4,807.10 126,672.48 

87 1-06-2017 
88 2-0 6-20 17 
89 3-06-2017 
90 4 -0 6-20 i7 
91 5- 0 6-2 0 17 
92 6-06-2 017 
93 7-06-2017 
94 8-06-2017 
95 9-06-2017 
96 10-06-2017 
97 11-06-2017 
98 12-06-2017 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

645.02 
646.99 
648.97 
650.96 
652.95 
654.95 
656.96 
658.97 
660.99 
663.01 
665.04 
667.08 

387.93 
385.96 
383.98 
381.99 
380.00 
378.00 
375.99 
373.98 
371.96 
369.94 
367.91 
365.87 

126,027.46 
125,380.47 
124,731.50 
124 , 080.54 
123,427.59 
122,772.64 
122,115.68 
121,456.71 
120,795.72 
120,132.71 
119,467.67 
118,800.59 

Totals For 2017: 12,395.40 7,871.89 4,523.51 118,800.59 

99 1-06-2018 
100 2-06-2018 
101 3-06-2018 
102 4-06-2018 
103 5-06-2018 
104 6-06-2018 
105 7-06-2018 
106 8-06-201 8 
107 9-06-20 18 
108 10-06-2018 
109 11-06-2018 
110 12-06-2018 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

669.12 
671.17 
673.23 
675.29 
677.36 
679.43 
681.51 
683.60 
685.69 
687.79 
689.90 
692.01 

363.83 
361.78 
359.72 
357.66 
355.59 
353.52 
351.44 
349.35 
347.26 
345.16 
343.05 
340.94 

118,131.47 
117,460.30 
116,787.07 
116,111.78 
115,434.42 
114,754.99 
114,073.48 
113,389.88 
112,704.19 
112,016.40 
111,326.50 
110,634.49 

T o t a l s  For  2018: 12,395.40 8,166.10 4,229.30 110,634 -49 

111 
112 
113 
114 
115 
116 
117 
118 
119 
120 
121 
122 

1-06-2019 [ 3 
2-06-2019 [ J 
3-06-2019 [ 3 
4-06-2019 [ 3 
5-06-2019 [ 3 
6-06-2019 [ ] 
7-06-2019 [ ] 
8-06-2019 [ 3 
9-06-2019 [ ] 
10-06-2019 [ 3 
11-06-2019 [ ] 
12-06-2019 [ ] 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

694.13 
696.26 
698.39 
700.53 
702.67 
704.83 
706.98 
709.15 
711.32 
713.50 
715.69 
717.88 

338.82 
336.69 
334.56 
332.42 
330.28 
328.12 
325.97 
323.80 
321.63 
319.45 
317.26 
315.07 

109,940.36 
109,244.10 
108,545.71 
107,845.18 
107,142.51 
106,437.68 
105,730.70 
105,021.55 
104 , 310.23 
103,596.73 
102,881.04 
102,163.16 

T o t a l s  For  2019: 12,395.40 8,471 -33 3,924.07 102,163.16 

123 1-06-2020 J 1,032.95 720.08 312.87 101,443.08 
124 2-06-2020 [ ] 1,032.95 722 -28 310.67 100,720.80 
125 3-06-2020 [ 3 1 , 032.95 724.49 308.46 99,996.31 
126 4-06-2020 [ ] 1,032.95 726.71 306.24 99,269.60 
127 5-06-2020 [ 3 1,032.95 728.94 304.01 98,540.66 
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128 6-06-2020 [ I . , 032.95 731.17 3 .  ..78 97,809.49 
129 7-06-2020 [ ] 1,032.95 733.41 299.54 97,076.08 
130 8-06-2020 [ I 1,032.95 735.65 297.30 96,340.43 
131 9-06-2020 [ ] 1 , 032.95 737.91 295.04 95,602.52 
132 10-06-2020 [ ] 1,032.95 740.17 292.78 94,862.35 
133 11-06-2020 [ ] 1,032.95 742.43 290.52 94,119.92 
134 12-06-2020 [ I 1,032.95 744.71 288.24 93,375.21 

Totals For 2020: 

135 
136 
137 
138 
139 
140 
141 
142 
143 
144 
145 
146 

1-06-2021 
2-06-2021 
3-06-2021 
4-06-2021 
5-06-2021 
6-06-2021 
7-06-2021 
8- 0 6-2 02 1 
9-06-2021 
10-06-2021 
11-06-2021 
12-06-2021 

12,395.40 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

8,787.95 

746.99 
749.28 
751.57 
753.87 
756.18 
758.50 
760.82 
763.15 
765.49 
767.83 
770.18 
772.54 

3,607.45 

285.96 
283.67 
281.38 
279.08 
276.77 
274.45 
272.13 
269.80 
267.46 
265.12 
262.77 
260.41 

93,375.21 

92,628.22 
91,878.94 
91 , 127.37 
90,373.50 
89,617.32 
88,858.82 
88,098.00 
87,334.85 
86,569.36 
85,801.53 
85,031.35 
84,258.81 

Totals For 2021: 12,395.40 9,116.40 3,279.00 84 , 258.81 

147 
148 
149 
150 
151 
152 
153 
154 
155 
156 
157 
158 

1-06-2022 
2-06-2022 
3-06-2022 
4-06-2022 
5-06-2022 
6-06-2022 
7-0 6-2022 
8-06-2022 
9-06-2022 
10-06-2022 
11-06-2022 
12-06-2022 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

774.91 
777.28 
779.66 
782.05 
784.44 
786.85 
789.26 
791.67 
794.10 
796.53 
798.97 
801.42 

258.04 
255.67 
253.29 
250.90 
248.51 
246.10 
243.69 
241.28 
238.85 
236.42 
233.98 
231.53 

83,483.90 
82 , 706.62 
81,926.96 
81,144.91 
80,360.47 
79,573.62 
7 8., 7 8 4 -3 6 
77,992.69 
77,198 -59 
76,402.06 
75,603.09 
74,801.67 

Totals For  2022: 12,395.40 9,457.14 2,938.26 74,801.67 

159 
160 
161 
162 
163 
164 
165 
166 
167 
168 
169 
170 

1-06-2023 
2-06-2023 
3-06-2023 
4-06-2023 
5-06-2023 
6-06-2023 
7-06-2023 
8-06-2023 
9-06-2023 

10-06-2023 
11-06-2023 
12-06-2023 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

803.87 
806.33 
808.80 
811.28 
813.16 
816.25 
818.75 
821.26 
823.78 
826.30 
828.83 
831.37 

229.08 
226.62 
224.15 
221.67 
219.19 
216.70 
214.20 
211.69 
209.17 
206.65 
204.12 
201.58 

73,997.80 
73,191.47 
72,382.67 
71,571.39 
IO, 757.63 
69,941.38 
69,122.63 
68,301.37 
67,471.59 
66,651.29 
65,822.46 
64,991.09 

Totals For 2023: 12,395.40 9,810.58 2,584 -82 64,991.09 
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171 1-06-2024 [ 3 
172 2-06-2024 [ 3 
173 3-06-2024 [ 3 
174 4-06-2024 [ 3 
175 5-06-2024 [ 3 
176 6-06-2024 [ 3 
177 7-06-2024 [ 3 
178 8-06-2024 [ 3 
179 9-06-2024 [ 3 
180 10-06-2024 [ 3 
181 11-06-2024 [ 3 
182 12-06-2024 [ 3 

Totals For  2024: 

183 
184 
185 
186 
187 
188 
189 
190 
191 
192 
193 
194 

1-06-2025 [ 3 
2-06-2025 [ 3 
3-06-2025 [ 3 
4-06-2025 [ 3 
5-06-2025 [ 3 
6-06-2025 [ 3 
7-06-2025 [ 3 
8-06-2025 [ 3 
9-06-2025 [ 3 

10-06-2025 [ 3 
11-06-2025 [ ] 
12-06-2025 [ 3 

Totals For 2025: 

195 1-06-2026 [ 3 
196 2-06-2026 [ 3 
197 3-06-2026 [ 3 
198 4-06-2026 [ 3 
199 5-06-2026 [ 3 
200 6-06-2026 [ ] 
201 7-06-2026 [ ] 
202 8-06-2026 [ 3 
203 9-06-2026 [ 3 
204 10-06-2026 [ 3 
205 11-06-2026 [ 3 
206 12-06-2026 [ ] 

., 032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

12,395.40 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

12,395.40 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

833.91 
836.47 
839.03 
841.60 
844.18 
846.76 
849.36 
851.96 
854.57 
857.18 
859.81 
862.44 

10,177.27 

865.08 
867.73 
870.39 
873.05 
875.73 
878.41 
881.10 
883.80 
886.51 
889.22 
891.94 
894.68 

10,557.64 

897.42 
900.16 
902.92 
905.69 
908.46 
911.24 
914.03 
916.83 
919.64 
922.46 
925.28 
928.11 

i. ,.04 
196.48 
193.92 
191.35 
188.77 
186.19 
183.59 
180.99 
178.38 
175.77 
173.14 
170.51 

64 , 157.18 
63,320.71 
62,481.68 
61 , 640.08 
60,795.90 
59,949.14 
59,099.78 
58 , 247.82 
57 , 393.25 
56,536.07 
55,676.26 
54,813.82 

2,218.13 54,813.82 

167.87 
165.22 
162.56 
159.90 
157.22 
154.54 
151.85 
149.15 
146.44 
143 -73 
141.01 
138.27 

53,948.74 
53,081.01 
52,210.62 
51,337.57 
50,461.84 
49,583.43 
48,702 -33 
47 , 818.53 
46,932.02 
46,042.80 
45,150.86 
44,256.18 

1,837.76 44 , 256.18 

135.53 
132.79 
130.03 
127.26 
124.49 
121.71 
118.92 
116.12 
113.31 
110.49 
107.67 
104.84 

43 , 358.76 
42,458.60 
41,555.68 
40,649.99 
39,741.53 
38,830.29 
37,916.26 
36,999.43 
36,079.79 
35,157.33 
34 , 232.05 
33,303.94 

Totals For 2026: 

207 1-06-2027 [ ] 
208 2-06-2027 [ ] 
209 3-06-2027 [ 3 
210 4-06-2027 [ 3 
211 5-06-2027 [ 3 
212 6-06-2027 [ 3 
213 7-06-2027 [ ] 
214 8-06-2027 [ 3 
215 9-06-2027 [ 3 
216 10-06-2027 [ 3 

12,395.40 10,952.24 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
i, 032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

930.96 
933.81 
936.67 
939.54 
942.41 
945.30 
948.19 
951.10 
954.01 
956.93 

1,443.16 

101 - 99 
99.14 
96.28 
93.41 
90.54 
87.65 
84.76 
81.85 
78.94 
76.02 

33 , 303.94 

32 , 372.98 
31,439.17 
30,502.50 
29,562.96 
28,620.55 
27 , 675.25 
26,727 -06 
25,775.96 
24,821.95 
23,865.02 
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21-1 11-06-2027 [ ] - , 032.95 959.86 
218 12-06-2027 [ ] 1,032.95 962.80 

I J .  09 22,905.16 
70.15 21, 942.36 

Totals For 2027: 12,395.40 11,361.58 1,033.82 21,942.36 

219 1-06-2028 
220 2-06-2028 
221 3-06-2028 
222 4 -0 6-202 8 
223 5-06-2028 
224 6-06-2028 
225 7-06-2028 
226 8-06-2028 
227 9-06-2028 
228 10-06-2028 
229 11-06-2028 
230 12-06-2028 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 

965 ~ 75 
968.71 
971.68 
974.65 
977.64 
980.63 
983.63 
986.65 
989.67 
992.70 
995.74 
998.79 

67.20 
64.24 
61.27 
58.30 
55.31 
52.32 
49.32 
46.30 
43.28 
40.25 
37.21 
34.16 

20,976.61 
20,007.90 
19,036.22 
18,061 -57 
17,083.93 
16,103.30 
15,119.67 
14 , 133.02 
13,143.35 
12,150.65 
11,154.91 
10,156.12 

Totals For 2028: 12,395.40 11,786.24 609.16 10,156.12 

231 1-06-2029 f 3 
232 2-06-2029 [ 3 
233 3-06-2029 [ I 
234 4-06-2029 [ 3 
235 5-06-2029 [ 3 
236 6-06-2029 [ I 
237 7-06-2029 [ I 
238 8-06-2029 [ 3 
239 9-06-2029 [ ] 
240 10-06-2029 [ 1 

1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,032.95 
1,031.39 

1,001.85 
1,004.92 
1,007.99 
1,011.08 
1,014.18 
1,017.28 
1,020.40 
1,023.52 
1,026.66 
1,028.24 

31.10 
28.03 
24.96 
21.87 
18.77 
15.67 
12.55 
9.43 
6.29 
3.15 

9,154.27 
8,149.35 
7,141.36 
6,130.28 
5,116.10 
4,098.82 
3,078.42 
2,054.90 
1,028.24 

0.00 

Totals For 2029: 10,327.94 10,156.12 171.82 0.00 

~ 

Total 240 Payments: 247,906.44 175,375.00 72,531.44 0.00 
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DOCKETS W-03443A-11-0040 & W-03443A-10-0143 



f: G I ’ti E 25 Harrison Drive 
Chino Valley, AZ 86323 

2 0 1 2  APR I 3  A 11: 3 April 11, 2012 

. L ...I Y 

Arizona Corporation ComGi 
Docket Control 
1200 W. Washington Street 
Phoenix, AZ 85007 

APK 1 3  201% 

Re: Appaloosa Water Company Water Rate Increase Request Docket No. 
W-03443A-11-0040 & NO. W-03443A-10-0143 

Subject: Intervener’s Surrebuttal Testimony and Associated Exhibits in reply to 
Applicant’s Docketed testimony dated March 26, 2012 

Exhi bit: 
1. Plot plan for JC Ranch Gated Resort dated Feb 23, 2012 

Dear Sir: 

The testimony submitted by the Appaloosa Water Company dated March 26, 
2012 does not address the Balance Sheet discrepancies outlined in this 
intervener’s testimony dated March 19, 2012 and the discrepancies described in 
concluding that part of the WlFA loan granted the company was used for 
purposes other than the arsenic treatment equipment installation. It would then 
seem logical that Appaloosa Water Company does not intend to rebut this 
testimony. 

The applicant for the water rate increase was directed by staf f  to  use 2010 as the 
base year and yet he has taken the initiative to  submit financial data from the 
year 2011. There is  not enough time before the rate request hearing to  properly 
analyze and verify data from 2011. 

Since purchasing the water company the applicant has actively pursued efforts to  
expand its’ service area and now it appears that the owner of the water company, 
acting as a developer, has formulated plans for a manufactured home park on 

ARIZONA CORPORATION COMMISSION 
DOCKETS W-03443A-11-0040 & W-03443A-10-0143 



- 2 o f 3 -  

property immediately north of, and adjacent to, the present water company 
service area. Please refer to exhibit 1 attached. The capacity of the water 
company and its’ storage facility would need to  be expanded to  service 74 home 
sites. In the past the water company has shown as expenses on its’  financial 
reports (a) attorney’s fees to contest an obligation of the water company to 
service 94 home sites in the phase Ill development of Appaloosa Meadows, (b) 
expenses related to an effort to  vastly expand i t s  service area to include 
properties to the north and northeast that do not adjoin i t s  service area and (c) 
engineering surveys and studies for the expansion of i t s  water storage facilities so 
it could expand i ts  service area. These expenses are not related to  serving the 
existing customers of Appaloosa Water Company and existing customers should 
not have their rates adjusted to include such non-service related expenses. 

Good business practices would seem to dictate that the water company should be 
a little more prompt and more aggressive in collecting i ts payments and fees and 
that those customers that are current should not be expected to pay a higher rate 
because of the company’s shortcomings. Utility companies that have this 
problem normally require a security deposit due a t  service initiation. 

The applicant has stated that there is a problem with the company’s meters being 
encased in a wooden meter box and then leads one to believe that there is  a 
problem with all of the meters which simply is  not true. Water meters are water 
proof and therefore it would appear that it would not be possible for sand to  
penetrate the meter. If there is  a sand problem with the meters it appears that 
the sand must be in the water system itself and that replacing the meters would 
not solve the problem. 

The applicant has stated that the Chino Valley Fire District has “required” the 
“Company” to upgrade the storage system which is  not a true statement. The 
Fire District would “/ike”a 120,000 reserve and yet evidence submitted by the 
water company does not address what its’ reserve requirements are for i ts’  
present customers. It appears that the company wants an additional 80,000 
storage capacity so that it can extend its’ service area. The company has used the 
correspondence from the Chino Valley Fire District Fire Marshall to  tend to  justify 

ARIZONA CORPORATION COMMISSION 
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a much larger expansion of i t s  storage facil i t ies than are necessary considering the 
current customer base. 

The Comparative Statement of Operations from 2009,2010 and 2011 do not 
indicate a significant reduction in revenue as the applicant moves income and 
expenses around on the statements to try to indicate some kind of economic 
hardship. There are substantial increases in accounting and legal fees with no 
explanation. He continues to  pay himself $6000.00 rent when he has no public 
office and does not keep office hours. There is difficulty in determining expenses 
between the water company and the owners’ development enterprises. 

Res pectf u I ly submitted, 

JOHN g. BLANN, JR. 

CC: Arizona Corporation Commission (13) 
Appaloosa Water Company (1) 
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INTKODUCTIQN 

Q. 
A. 

Q* 
A. 

Q* 
A. 

Q. 
A. 

Q. 
A. 

Please state your name and business address. 

My name is Jim W. Liu. My business address is 1200 West Washington Street, Phoenix, 

Arizona 85007. 

By whom and in what position are you employed? 

I am employed by the Arizona Corporation Commission (“Commission” or “ACC)’) as a 

Utilities Engineer - Watermastewater in the Utilities Division. 

How long have you been employed by the Commission? 

I have been employed by the Commission since October 2005. 

What are your responsibilities as a Utilities Engineer - Waterwastewater? 

My main responsibilities are to inspect, investigate and evaluate water and wastewater 

systems. This includes obtaining data, preparing reconstruction cost new and/or original 

cost studies, investigative reports, interpreting rules and regulations, and to suggest 

corrective action and provide technical recommendations on water and wastewater system 

deficiencies. I also provide written and oral testimony in rate cases and other cases before 

the Commission. 

How many companies have you analyzed for the Utilities Division? 

I have analyzed more than 40 companies fulfilling these various responsibilities for 

Utilities Division Staff (“Staff”). 
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Q* 
A. 

Q. 
A‘ 

Q. 
A. 

Q* 
A. 

Have you previously testified before this Commission? 

Yes, I have testified on numerous occasions before this Commission. 

What is your educational background? 

I am a Ph.D. Candidate in Geotechnical Engineering fi-om Arizona State University 

(“ASU”). I have a Master of Science Degree in Natural Science fi-om ASU and a Master 

of Science Degree in Civil Engineering fi-om the Institute of Rock & Soil Mechanics 

(“IRSM), Academy of Sciences, China. 

Briefly describe your pertinent work experience. 

From 1982 to 2000, I was employed by IRSM, SCS Engineers, and U R S  Corporation as a 

Civil and Environmental Engineer. In 2000, I joined the Arizona Department of 

Environmental Quality (“ADEQ”). My responsibilities with ADEQ included review and 

approval of water distribution systems, sewer distribution systems, and on-site wastewater 

treatment facilities. I remained with ADEQ until transfening to the Commission in 

October 2005. 

Please state your professional membership, registrations, and licenses. 

I am a licensed professional civil engineer in the State of Arizona. 

PURPOSE OF TESTIMONY 

Q. 

A. 

What was your assignment in this rate proceeding? 

My assignment was to provide Staffs engineering evaluation of the subject rate 

proceeding. I reviewed the Company’s application and responses to data requests, and I 

inspected the water system. This testimony and its attachments present Staffs 
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engineering evaluation. The findings of my engineering evaluation are contained in the 

Engineering Report that I have prepared for this proceeding. The report is included as 

Exhibit JWL in this pre-filed testimony. 

ENGINEERING REPORTS 

Q. 

A. The Report is divided into three general sections: 1) Executive Summary; 

2)  Engineering Report Discussion, and 3)  Engineering Report Exhibits. The Discussions 

section for the Water System can be further divided into ten subsections: A) Location of 

Company; B) Description of the Water System; C) ADEQ Compliance; D) ACC 

Compliance; E) Arizona Department Of Water Resources (“ADWR”) compliance; F) 

Water Testing Expenses, G) Water Usage, H) Growth; I) Depreciation Rates; J) Other 

Issues. 

Please describe the information contained in your Engineering Reports. 

RECOMMENDATIONS AND CONCLUSIONS 

Q. What are Staff‘s conclusions and recommendations regarding the Company’s 

operations? 

Staffs conclusions and recommendations regarding the Company’s operations are listed 

below. 

A. 

CONCLUSIONS: 

1. Staff concludes that Appaloosa Water Company’s (“Appaloosa” or “Company”) 

system well production and storage capacities are adequate to serve the present 

customer base and 67 additional service connections can be added to existing water 

system based on the amount of available storage capacity. 
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2. ADEQ regulates the water system under ADEQ Public Water System J.D. #13-208. 

ADEQ issued a Notice of Violation (“NOV”), dated June 30, 201 1. NOV states that 

the Appaloosa water system has exceeded the maximum contaminate level (“MCL”) 

for arsenic for 4 quarters resulting in an average 12.95 parts per billion (“ppb”). 

3. Appaloosa’s service area is located within the Prescott Active Management Area 

(“MA”). Appaloosa is in compliance with Prescott AMA reporting requirements 

and Arizona Department of Water Resources (“AD WR”) requirements governing 

water providers and/or community water systems. 

4. The Company reported 30,316,389 gallons pumped and 21,680,896 gallons sold for 

the test year, resulting in a water loss of 28.48 percent. 

5. A check of the Compliance Section database showed that the Company had no 

delinquent Commission compliance issues. 

6 .  The Company has an approved curtailment tariff on file with the Commission. 

7. The Company has an approved bacldow prevention tariff on file with the 

Commission. 

RECOMMENDATIONS 

1. Stdf recommends that the Appaloosa file each January and July a report covering the 

previous six months that contains all work activities undertaken in accordance with 

Decision No. 71236 the WATER LOSS PREVENTION PLAN. The written report 
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2. 

3. 

4. 

5. 

6. 

should continue until. Staff receives a report that the water loss for the Appaloosa 

water system is 10 percent or less for one full year (12 months). 

Staff recommends that any increase in rates and charges approved in this proceeding 

shall not become effective until StafT receives notice that the Appaloosa water system 

is in total compliance with ADEQ regulations. 

Staff recommends that Appal allhpdate “informational” sign at the Well No. 

2 site. Staff recomm comply with ADEQ requirements and include 

the following information: system name, ADEQ PWS ID, ADWR ID No. and 

emergency contact phone numbers. Staff further recommends that the Company file 

documentation with Docket Control demonstrating compliance within 45 days after 

the effective date of the decision in this case. 

Staff recommends an annual water testing expense of $1,810 be used for purposes of 

this application and fiuther recommends that the $4,200 be classified as part of the 

water operator’s fee. 

Staff has developed typical and customary depreciation rates within a range of 

anticipated equipment life. These rates are presented in Table B. Staff recommends 

that the Company use these depreciation rates by individual NARUC category in the 

future. 

Staff recommends that the Current Service Line and Meter Installation Charges listed 

in Table C be adopted. 
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7. Staff recommends that the Company install nn Emergency Generator with significant 

capacity to run the Company’s high yield well in lieu of adding any storage tank 

additions. Staff further recommends that the Company file documentation with Docket 

Control, as a compliance item in this docket, demonstrating that the Emergency 

Generator has been completed within one year of the effective date of the order in this 

matter. 

8. Staff recommends that Appaloosa be required to file with Docket Control, as a 

compliance item in this docket, within 90 days of the effective date of this Decision, at 

least five BMPs in the form of tariffs that substantially conform to the templates 

created by Staff, available at the Commission’s website, for the Commission’s review 

and consideration, A maximum of two of these BMPs may come from the “Public 

AwarenessPublic Relations” or “Education and Training” categories of the BMP’s. 

The Company may request cost recovery of actual costs associated with the BMPs 

implemented in its next general rate application. 

Q. 
A. 

Does this conclude your Direct Testimony? 

Yes, it does. 
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CONCLUSIONS 

ENGINEERING REPORT FOR 
APPALOOSA WATER COMPANY 

Docket Nos. W-03443A-10-0143 
(Financing) & W-03443A-11-0040 (Rates) 

By Jian W. Liu 

November 8,2011 

1. Staff concludes that Appaloosa Water Company’s (“Appaloosa” or “Company”) system 
well production and storage capacities are adequate to serve the present customer base 
and 67 additional service connections can be added to existing water system based on the 
amount of available storage capacity. 

2. Arizona Department of Environmental Quality (“ADEQ”) regulates the water system 
under ADEQ Public Water System Identification (“PWS I.D.”) No.13-208. ADEQ 
issued a Notice of Violation (“NOV”), dated June 30, 201 1. The NOV states that the 
Appaloosa water system has exceeded the maximum contaminate level (“MCL”) for 
arsenic for four quarters resulting in an average 12.95 parts per billion (“ppb”). 

3. Appaloosa’s service area is located within the Prescott Active Management Area 
(“AMA”). Appaloosa is in compliance with Prescott AMA reporting requirements and 
Arizona Department of Water Resources (“AD WR”) requirements governing water 
providers andor community water systems. 

4. The Company reported 30,316,389 gallons pumped and 21,680,896 gallons sold for the 
test year, resulting in a water loss of 28.48 percent. 

5.  A check of the Compliance Section database showed that the Company had no delinquent 
Commission compliance issues. 

6. The Company has an approved curtailment tariff on file with the Commission. 

7. The Company has an approved backflow prevention tariff on file with the Commission. 

RECOMMENDATIONS 

1. Staff recommends that the Appaloosa file each January and July a report covering the 
previous six months that contains all work activities undertaken in accordance with 



Decision No. 71236 the WATER LOSS PREVENTION PLAN. The written report 
should continue until Staff receives a report that the water loss for the Appaloosa water 
system is 10 percent or less for one full year (12 months). 

2. Staff recommends that any increase in rates and charges approved in this proceeding shall 
not become effective until Staff receives notice that the Appaloosa water system is in 
total compliance with ADEQ regulations. 

3. Staff recommends that Appaloosa installhpdate “informational” sign at the Well No. 2 
site. Staff recommends that the sign comply with ADEQ requirements and include the 
following information: system name, ADEQ PWS ID, ADWR ID No. and emergency 
contact phone numbers. Staff further recommends that the Company file documentation 
with Docket Control demonstrating compliance within 45 days after the effective date of 
the decision in this case. 

4. Staff recommends an annual water testing expense of $1,810 be used for purposes of this 
application and further recommends that the $4,200 be classified as part of the water 
operator’s fee. 

5 .  Staff has developed typical and customary depreciation rates within a range of anticipated 
equipment life. Staff recommends that the 
Company use these depreciation rates by individual NARUC category in the fkture. 

These rates are presented in Table B. 

6. Staff recommends that the Current Service Line and Meter Installation Charges listed in 
Table C be adopted. 

7. Staff recommends that the Company install an Emergency Generator with significant 
capacity to run the Company’s high yield well in lieu of adding any storage tank 
additions. Staff further recommends that the Company file documentation with Docket 
Control, as a compliance item in this docket, demonstrating that the Emergency 
Generator has been completed within one year of the effective date of the order in this 
matter. 

8. Staff recommends that Appaloosa be required to file with Docket Control, as a 
compliance item in this docket, within 90 days of the effective date of this Decision, at 
least five BMPs in the form of tariffs that substantially conform to the templates created 
by Staff, available at the Commission’s website, for the Commission’s review and 
consideration. A maximum of two of these BMPs may come from the “Public 
AwarenessPublic Relations” or “Education and Training” categories of the BMP’s. The 
Company may request cost recovery of actual costs associated with the BMPs 
implemented in its next general rate application. 
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1 .  

A. INTRODUCTION AND LOCATION OF COMPANY 

On April 13, 2010, Appaloosa Water Company (“Appaloosa” or “Company”) filed an 
application with the Arizona Corporation Commission (“ACC” or “Commission”) requesting 
authorization to incur long term debt from the Water Infrastructure Finance Authority of Arizona 
in an amount of $855,193 (“Financing Application”). On January 26,201 1, Appaloosa filed an 
application with the Commission to increase its rates (“Rate Application”). Per a Procedural 
Order issued August 5 ,  201 1, the Financing Application (Docket No. W-03443A-10-0143) and 
the Rate Application (Docket No. W-03443A-11-0040) were consolidated. The ACC Utilities 
Division Staff (“Utilities Staff“’) engineering review and analysis of both applications is 
presented in this report. 

Appaloosa serves the Appaloosa Meadows subdivision within the Town of Chino Valley. 
Figure 1 shows the location of the Company within Yavapai County and Figure 2 shows the 
Certificate of Convenience and Necessity (“CC&N”) covering approximately two-thirds of a 
square-mile. Appaloosa also serves contiguous parcels covering roughly 60 acres (Two Parcels) 
north of its CC&N. 

B. DESCRIPTION OF THE WATER SYSTEM 

The water system was field inspected on August 3 1, 201 1 by Jian W Liu, Staff Utilities 
Engineer, in the accompaniment of Joseph Cordovana, the Company’s President. 

The water system consists of two wells, one storage tank, a Booster Pump Station 
equipped with two booster pumps, a pressure tank and fire pump, and a distribution system 
serving 229 customers as of year end 2010. Table A includes a detailed plant facility listing. 
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ADWR ID No. 
Casing Size 

Table A. Plant Facilities Summary 

WellNo 1 Well No. 2 

16 inches 12 inches 
665 feet 260 feet ~ 

55-607274 55-607273 

Meter Size I6inch 
Year Drilled I 1999 

I Minute (GPM) I I I 
6 inch 
2004 

‘ 

I Structure or EauiDment 

Pressure Tank 
Storage Tank 
(38’ Diameter x 8’ Height) 
28’x 24’ Pump House 
(Note 1) 
60’ x 140 ‘ Slump Block 
Wall with iron entry gate 
(Note 2) 
Arsenic Treatment System 
AdEdge APU (Notes 3 ) 

i pumps 

Diameter 
8 inches 
6 inches 
4 inches 
2 inches 

Material Length 
PVC 5,395 feet 
PVC 22,933 feet 

1,657 feet PVC 
PVC 3,589 feet 

-- 

Storage, Pumping & Strut 
Location 
Well Site #1 (Booster Pump 
Station) 

Booster Pump Station 
Booster Pump Station 

Booster Pump Station 

Booster Pump Station 

Booster Pump Station 

ares 
Quantity and Capacity 

(Spare for back-up) 
2 -10 Hp (Booster Pumps) 
1- 100 Hp (Fire Pump) 
1 - 5,500 gallon 
1- 65,000 gallon 

1- 10 Hp 

1 

1 - 100 GPM 

1) Houses Booster Pumps, Pressure Tank and Fire Pump. 
2) Fence surrounding the Booster Pump Station. 
3) AdEdge Adsorption Package Unit (MU); Capacity: Up to 100 GPM 
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1 .  

Size 
518 x 314 inch 

Quantity 
185 

1 

I 1 inch 149 1 

SizeDescription 
Standard 

Quantity 
26 

During its site inspection StafYnoted that a sign listing the Company’s identification and 
contact information was not visible at Well No. 2 site (ADWR Identification Well No. 55- 
607273). Staff recommends that Appaloosa installhpdate the “informational” sign at the Well 
No. 2 site. Staff recommends that the sign comply with ADEQ requirements and include the 
following information: system name, ADEQ PWS ID, ADWR ID No. and emergency contact 
phone numbers. Staff further recommends that the Company file documentation with Docket 
Control demonstrating compliance within 45 days after the effective date of the decision in this 
case. 
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Y A V A P A I  C O U N T Y  

ABRAVATER COMPANY, INC. 

ANTELOPE LAKES WATER COMPANY 

APPALOOSA WATER COMPANY 

ARIZONA WATER COMPANY 

ASHFORK DEVELOPMENT ASSOCIATION, INC. 

BN LEASING CORPORATION 

BIG PARK WATER COMPANY 

BOYNTON CANYON ENCHANTMENT HOMEOWNERS ASSOC. 

BRADSHAW MOUNTAIN VIEW WATER COMPANY 

BRADSHAW WATER COMPANY, INC 

CAMP VERDE WATER SYSTEM 

CDC WCKENBURG WATER, LLC 

CHINO MEADOWS II WATER COMPANY, INC 

COLDWATER CANYON WATER COMPANY 

CORDES LAKES WATER COMPANY 

CROSS CREEK RANCH WATER COMPANY 

CROWN KING WATER COMPANY, INC. 

DELL’S WATER COMPANY, INC. 

DIAMOND VALLEY WATER USERS ASSOCIATION 

GRAND CANYON CAMRNSAND INN, LLC 

GRANITE DELLS WATER COMPANY 

GRANITE MOUNTAIN WATER COMPANY, INC 

GRANITE OAKS WATER USERS ASSOCIATION 

GROOM CREEK WATER USERS ASSOCIATION 

HOLIDAY HILLS WATER COMPANY 

HUMBOLDT WATER SYSTEM, INC 

ICR WTER USERS ASSOCIATION 

MICHAELS RANCH WATER USERS ASSOCIATION 

JUNIPER WELLS WATER COMPANY 

LAKE M R D E  WATER COMPANY 

L1TIl-E PARK WATER COMPANY, INC. 

LOMA ESTATES WATER COMPANY 

MEADOW WTER COMPANY 

MONTEZUMA RIMROCK WATER COMPANY, LLC 

OAK CREEK PUBLIC SERVICE, LLC 

OAK CREEK WATER COMPANY NO 1 

PEEPLES VALLEY WATER COMPANY 

PINE VALLEY WATER COMPANY 

RAINBOW PARKS, INC. 

SEDONA VENTURE (MHC OPERATING LTD PARTNERSHIP) 

SEVEN CANYONS WATER COMPANY 

SHERMAN PINES WATER COMPANY 

VERDE LAKES WATER CORPORATION 

WALDEN MEADOWS COMMUNITY COOPERATIVE 

WHITE HORSE RANCH OWNERS ASSOCIATION. INC. 

WlLHOlT WATER COMPANY, INC. 

YARNELL WATER IMPROVEMENT ASSOCIATION 

Figure 1. County Map 
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2 West 

/ .’ ’ I W-2370 (1) 
Chino Meadows I1 Water Company, Inc. 

Figure 2. Certificated Area 

W-2065 (6) 
Wilhoit Water Company, Inc. 
flavapai Estates System) 

Appaloosa Water - Contiguous Area 
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C. WATERUSE 

Water Sold 

Figure 3 presents the water consumption data provided by the Company for the test year 
ending December 3 1, 201 0.’ Customer consumption included a high monthly water use of 423 
gallons per day (“GPD”) per connection in June, and a low water use of 11 1 GPD per connection 
in February. The average annual use was 25 1 GPD per connection. 

237 

n 

Figure 3. Water Use 

Non-Account Water 

Non-account water should be 10 percent or less. It is important to be able to reconcile the 
difference between water sold and the water produced by the source. A water balance will allow 
a company to identify water and revenue losses due to leakage, theft and flushing. The Company 
reported 30,316,389 gallons pumped and 21,680,896 gallons sold for the test year, resulting in a 
water loss of 28.48 percent. 

Based on the WATER LOSS REPORT, the Company filed with Docket Control on September 13,201 1 and the 
Company’s Annual Report filed with the Commission for 2010. 
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On September 30, 2011, the Company filed with Docket Control in compliance with 
Commission Decision No 71236 a WATER LOSS PREVENTION PLAN (“Plan”). The Plan 
lists 11 things the Company will do to minimize water loss. Staff recommends that Appaloosa 
file each January and July a report covering the previous six months that contains all work 
activities undertaken in accordance with Decision No. 71236 the WATER LOSS PREVENTION 
PLAN. The written report should continue until Staff receives a report that the water loss for the 
Appaloosa water system is 10 percent or less for one full year (1 2 months). 

System Analysis 

Based on the data provided by the Company, the system’s well production capacity is 
300 GPM and total storage capacity is 65,000 gallons. There are fire hydrants in the distribution 
system. The system had 229 connections as of December 2010. Staff concludes that the 
system’s well production and storage capacities are adequate to serve the present customer base 
and 67 additional service connections can be added to existing water system based on the amount 
of available storage capacity. 

D. GROWTH 

The Company reported 236 customers in 2006. Appaloosa’s water system had 229 
customers in December 2010. Therefore, Staff expects that the Company will have little or no 
growth in the next 3 to 5 years assuming the current economic climate continues. 

E. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY (“ADEQ”) 
COMPLIANCE 

Comuliance 

ADEQ regulates the water system under ADEQ Public Water System I.D. No.13-208. 
ADEQ issued an NOV dated June 30, 201 1. The NOV states that the Appaloosa water system 
has exceeded the MCL for arsenic for four quarters resulting in an average 12.95 ppb. 

Staff recommends that any increase in rates and charges approved in this proceeding not 
become effective until Staff receives notice that the Appaloosa water system is in total 
compliance with ADEQ regulations. 

Water Testing Expense 

The Company is subject to mandatory participation in the Monitoring Assistance 
Program (“MAP”). Participation in the MAP program is mandatory for water systems, which 
serve less than 10,000 persons (approximately 3,300 service connections). 
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The Company reported its water testing expense at $9,049 during the test year by 
combining water testing costs and water operator’s fees. Appaloosa can only provide invoices 
and supporting documentations in total of $5,193 for the test yeas 2010. Certified operator fees 
reported by the Company for the test year $350 per month, that is $4,200 for the test year. Staff 
has reviewed the Company’s testing expense and has recalculated the testing costs to remove 
non-water testing fees, and to add the omitted monitoring requirements for lead & copper. 

Table A. Water Testing Cost 

Monitoring I Cost per of tests Cost I test I per3 I 

MAP MAP $857 
MAP - IOCs, Radiochemical, Nitrate, 

Nitrite. Asbestos. SOCs. & VOCs 
1 Lead & Comer I $34 I 10 I $113 I 

Note: ADEQ’s MAP invoice for the 2010 Calendar5was $856- 

Staff recommends an annual water testing expense of $1,8 10 be used for purposes of this 
application and further recommends that the $4,200 be classified as part of the water operator’s 
fee. 

F. ARIZONA DEPARTMENT OF WATER RESOURCES (“ADWR”) 
COMPLIANCE 

Appaloosa’s service area is located within the Prescott AMA. Appaloosa is in 
compliance with Prescott AMA reporting requirements and ADWR’ s requirements governing 
water providers and/or community water systems.’ 

G. ARIZONA CORPORATION COMMISSION COMPLIANCE 

A check of the Utilities Staff Compliance Section database showed that the Company had 
no delinquent Commission compliance issues.2 

’ Per ADWR email dated November 4,20 1 1. 
Per Compliance Section email dated September 30,201 1. 
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H. DEPRECIATION RATES 

Staff has developed typical and customary depreciation rates within a range of anticipated 
equipment life. These rates are presented in Table B and it is recommended that the Company 
use these depreciation rates by individual NARUC category. 
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Table B. Depreciation Rate Table for Water Companies 
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I. OTHER ISSUES 

1. Service Line and Meter Installation Charges 

The Company has requested to double its ex,;ting rates for every size and type of meter 
and service line. In support of this request Staff asked Appaloosa to submit three (3) 
independent quotes from local contractors for this work. The Company responded’ that its 
“request to double the rates needs to be amended to the original rates.” Staff assumes that the 
Company is now requesting that its current authorized rates be retained therefore Staff 
recommends that the current authorized rates for a meter and service line continue to apply, these 
charges are listed below in Table C. 

Table C. Current Service Line and Meter Installation Charges 

2. Curtailment Tariff 

The Company has an approved curtailment tariff on file with the Commission. 

3. Bacljclow Prevention Tariff 

The Company has an approved backflow prevention tariff on file with the Commission. 

4. Best Management Practices 

Since Appaloosa’s water loss during the test year exceeded 28 percent Staff believes that 
implementation of the right set of water conservation measures i.e., Best Management Practices 

’ On October 4,201 1, Company responded to Staffs data request JWL 2.3. 
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(‘BMPs’’) is particularly important and could provide significant benefits to the Company and its 
customers. Therefore, StafT recommends that Appaloosa be required to file with Docket Control, 
as a compliance item in this docket, within 90 days of the effective date of this Decision, at least 
five BMPs in the form of tariffs that substantially conform to the templates created by Staff, 
available at the Commission’s website, for the Commission’s review and consideration. A 
maximum of two of these BMPs may come from the “Public AwarenessPublic Relations” or 
“Education and Training” categories of the BMP’s. The Company may request cost recovery of 
actual costs associated with the BMPs implemented in its next general rate application. 

5. Financing Application 

On April 13, 2010, Appaloosa filed an application with the Commission requesting 
authorization to incur long term debt from the Water Infrastructure Finance Authority of Arizona 
in an amount of $855,193 (“Financing Application”). Proceeds from the loan would be used to 
fund the construction of 522,000 gallons of additional storage capacity provide an emergency 
generator and to extend a transmission main line from the existing well and storage tank site to 
the new to a planned development area north of Road 4 North (“new development area”). 

Staff believes that any plant needed to serve the new development area should be 
financed by the developer through a main extension agreement. Appaloosa’s existing customers 
should not be required to fund the construction of this plant. . 

Based on its review of the Financing Application and information provided by the 
Company, Staff concludes that Company had no growth in last five years (Company reported 
236 customers in 2006. Appaloosa water system had 229 customers in December 2010), and 
Appaloosa water system’s well production and storage capacities are adequate to serve the 
present customer base and 67 additional service connections can be added to existing water 
system based on the available storage capacity. Assuming the annual growth rate is 3% for next 
five years, the Company would only add 35 new connections by 2015. Staff believes that the 
Company’s proposed storage addition of 522,000 gallons will not be needed in foreseeable hture 
if the current economic climate continues. 

Staff recommends that the Company install an Emergency Generator with significant 
capacity to run the Company’s high yield well in lieu of adding any storage tank additions. An 
emergency generator would improve system reliability by ensuring that the wells would always 
be available to meet peak demand even during times when commercial power is lost. 

Staff further recommends that the Company file documentation with Docket Control, as a 
compliance item in this docket, demonstrating that the Emergency Generator has been completed 
within one year of the effective date of the order in this matter. 
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Project Description 

522,100 Gallon Storage Tank 
w/fittings 
Related Hardware (Pipe, Valves, 
Site Prep, etc.) 
Engineering Design 
Generator wPropane Tank 
Related Hardware (Electric Panel, 
etc.) 
Taxes 
PermitsRees 
Total 
Plus 20% Contingency 

The following table compares Appaloosa's proposed plant additions and costs' with those 
recommended by Staff. 

Company Proposed Costs to be 
Financed Financed 

Staff Recommended Cost to be 

$2 94,003 $0 

$49,500 $0 

$15,000 $0 

$33,000 $0 

$34,360 $0 
$30,237 $0 

$50,000 $50,000 

$506,136 (Note 1) $50,000 
$607,363 $60,000 ____ 

Additional Storage Capacity and Emergency Generator 

Project Description 

Phase I Water Line Extension 

Company Proposed Cost to be 
Financed Financed 

Staff Recommended Cost to be 

$68.250 (see Note 1) 

Transmission Main Additions 

Taxes (Phase I) 
PerrnitslFees (Phase I) 

$5,060 - 
$4.500 - 

Subtotal (Phase I) 
Plus 20% Contingency (Phase I) 
Phase I1 Water Line Extension 
Taxes (Phase 11) 
PermitsRees (Phase 11) 
Subtotal (Phase 11) 
Plus 20% Contingency (Phase 11) 
Total (Phase I & 11) 

$77,8 10 - 
$93,372 - 
$1 12,800 - 
$8,424 - 
$7,491 - 

$1 28,715 - 
$1 54,458 - 
$247.830 $0 

~~~ 

Note: 
1) Since the mains are needed to serve new development this construction should be financed by the developer 
through a main extension agreement. 

' See Exhibit A in application. 
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- 
Project Description 

Storage Capacity & Emergency 
Generator with 20% Contingency 
Phase I Transmission Mains with 
20% Contingency 
Phase 11 Transmission Mains with 
20% Contingency 
Grand Total with 20% 
Contingency 

Grand Total to be Financed 

Company Proposed Cost to be 
Financed Financed 

Staff Recommended Cost to be 

$607,363 $60,000 

$93,3 72 $0.00 

$154,458 $0.00 

$855,193 $60,000 

Staff concludes that cost estimates listed under the column heading “Staff Recommended 
Cost to be Financed” are reasonable and the associated plant additions are appropriate. 
However, no “used and useful” determination of the proposed plant was made, and no particular 
future treatment should be inferred for rate making or rate base purposes. 
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EXEXUTIVE SUMMARY 
APPALOOSA WATER COMPANY 

DOCKET NOS. W-03443A-10-0143 (FINANCING) & 
W-03443A-11-0040 (RATES) 

Staff recommends that the Company install a 50,OOG gallon storage tank. Staff Wher  
recommends that the Company file documentation with Docket Control, as a compliance item in 
this docket, demonstrating that this 50,000 gallon storage tank has been completed within one 
year of the effective date of the order in this matter. 
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please state your name, occupation, and business address. 

My name is Jian W. Liu. My job title is WaterNastewater Engineer. My place of 

employment is the Arizona Corporation Commission (“Commission”), Utilities Division, 

1200 West Washington Street, Phoenix, Arizona 85007. 

Are you the same Jian W. Liu who filed direct testimony in this case? 

Yes, I am. 

What is the purpose of your Surrebuttal Testimony in this proceeding? 

The purpose of my Surrebuttal Testimony in this proceeding is to respond, on behalf of 

Staff, to the Company’s rebuttal testimony received on March 27,2012, regarding the fue 

flow and peak usage issues. The Company has proposed adding an additional 200,000 

gallons of storage capacity. 

Based on the water consumption data provided by the Company for the test year ending 

December 3 1,2010, the demand on peak day was 121,083 gallons. The water system has 

two wells producing a total of 300 gallons per minute (“gpm”), therefore, the total daily 

source production is 432,000 gallons. 

Assuming fire flow requires 120,000 gallons storage, the Company has an existing 65,000 

gallons storage tank, and two wells can produce 36,000 gallons in 2 hours. Therefore Staff 

concludes based on it calculations that the water system only needs an additional 19,000 

gallons of storage capacity to meet fire flow requirements. 
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Staff concludes that in ordei to provide 1,000 gpm for 2 hours and peak day water 

consumption, 50,000 gallon storage should be added. That is: 

Total Demand (2 hours) = 120,000 gallon fire flow + 3 1,000 gallon peak water 

consumption = 15 1,000 gallons 

Total Capacity (2 hours) = 65,000 gallon existing + 36,000 gallon producing i- 

50,000 gallon new storage tank = 15 1,000 gallons 

Staff recommends that the Company install a 50,000 gallon storage tank. Staff further 

recommends that the Company file documentation with Docket Control, as a compliance 

item in this docket, demonstrating that this 50,000 gallon storage tank has been completed 

within one year of the effective date of the order in this matter. 

Q. 
A. 

Q. 

A. 

Has Staff estimated the cost for a 50,000 gallons storage tank? 

Staff received a quote from Superior Tank Company (see attached). For $56,254.00, it 

will furnish Materials, Equipment, Labor and Insurance to Fabricate, Coat, Deliver and 

Install one 55,000 Gallons (Nominal) Bolted Steel Storage Tank. 

Staffs estimated other costs for the proposed 50,000 gallons storage tank (including site 

preparation, engineering, and electric, etc.. .) are $43,746.00. Therefore, the total cost is 

approximately $100,000. 

Have you had the opportunity to review the Company's Rebuttal Testimony 

regarding the cost estimate for two Generators each with a Propane Tank? 

Yes. 
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Q* 
A. 

Q* 
A. 

Q. 
A. 

Do you have any comments regarding this portion .of Company’s testimony? 

Yes. The Company has requested $120,000 for two Generators each with a Propane Tank. 

This request equates to a 100 percent increase in cost compared with the Company’s 

original request in its Financing Application dated April 13,2010. It estimated $25,000 for 

each Generator with Propane Tank (plus 20 percent Contingency, the total price $30,000). 

Staff in its direct testimony recommended $60,000 for two Generators each with Propane 

Tank or one Generator with Propane Tank for each well site. Staff believes that $30,000 

per generator with propane tank will provide sufficient funding. 

Did you attempt to address every issue the Company raised in its rebuttal testimony? 

No. Staff limited its discussion to the specific issue as outlined above. Staffs lack of 

response to any issue in this proceeding should not be construed as agreement with the 

Company’s position in its rebuttal testimony; rather where there is no response, Staff 

relies on its original direct testimony. 

Does this conclude your surrebuttal testimony? 

Yes, it does. 



9500 Lucas Ranch 
Rancho Cucamonga, CA 91730 
/? 909.912.0580 I F. 909.912.0588 I Toll Free. 800.221 .TANK 

- 

DATE: APRIL 3,2012 
QUOTE NO: RC-8902-GM 
EMAl L: J LI U@AZCC. GOV 

PHONE: (602) 542-7276 
ARIZONA CORP COMMISSION 

ATTN: MR. JlAN LIU 

RE: BOLTED STEEL STORAGE TANK, CHINO VALLEY, ARIZONA 

Superior Tank Co., Inc. is pleased to offer the following quotation for your consideration. To 
furnish Materials, Equipment, Labor & Insurance to Fabricate, Coat, Deliver and Install the 
following: 

ONE (1) 55,000 Gallons (Nominal), 2 - Rings, 1 In 12 Pitched, Center Pole Supported Steel 
Cone Roof, Flat Steel Floor, A.W.W.A. D103-09, 100 MPH Windload, 15 PSF Deck Live Load, 
Factory Powder Coated, throughout with 5 mSI average dry film thickness using Dupont “Tank 
Tan,” a Thermal Set Epoxy Powder Coating on Tank Interior and Underside of Floor & 3 mil 
average dry film thickness using Dupont “Superior Sand,” a Thermal Set TGlC Polyester 
Powder Coating on Tank Exterior, 21’6 1/2” Diameter x 20’ High (NominaI), Bolted Steel 
Storage Tank, with the following appurtenances: 

1 - 24” Diameter Shell Manway 
1 - 24“ Square Roof Hatch 
1 - 2 0  Screened Roof Vent 
4 - 4” 150# Flanged Shell Nozzles 
I - 20’ Section of 6 Pipe (Connect to Existing Tank) 
1 - Galvanized Exterior Ladder wl Backguard 
2 - 3.5’ High X 5’ Wide, Galvanized Handrails 
1 - Superior Model #2000, Liquid Level Indicator 
I - Set of Calculations & Tank Drawings 
14 - Anchor Bolt Assemblies (Bolts, Nuts, Plates & Stirrups) 
Lot - %” Fiber Expansion Board (Between Tank & Ringwall) 
1 - Vacuum Test, Hydrotest & Disinfection 

TOTAL SELLING PRICE: (F.O.B. CHINO VALLEY, ARIZONA) ...........................$ 56,254.00 

HARDWARE: Standard Galvanized Hardware Exterior, Encapsulated Hardware Interior and 
EDPM gasket used throughout. 

CONDITIONS: Superior Tank assumes site is compacted, level and fully accessible for the 
delivery of materials with forty-eight foot flatbed trucks. Work will be performed in a continuous 
manner without interruption. Prevailing wages are not included. The above erection costs 
do not take into consideration any restrictive work hour rules, union labor or any special 
provisions such as safety schooling, safety clothing or hazardous training seminars that may be 
required. 

EXCLUSIONS: Taxes, Permits, Fees, Insulation, Concrete or Gravel Foundation, Grade Band, 
Transducers, Special Inspections, Prevailing Wages, Level Switch, Process Piping, Over- 

superiortank.com 

http://superiortank.com
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I Excavation or Recompaction of Existing Soils, Probes, Internal Vortex Breakers, Transmitters, 
Subgrade, Alarms, Blinds, Flex Coupling, Flap Valves, Freeze Protection, Heater, Heat Tape, I 
instrumentation, Float Valves or Switches, Downcomers or Supports thereof (Except Where 
Specified Above), Flex Tends, Valves, Meters, Grading, Gauges, Flap Gates, Water to Hydro- 
Test or Vacuum Test or Disposal thereof, Bad-T or V.O.C. Tests, Electrical Wiring or Controls 
thereof, Conduits, Surveying, External or Internal or Below Grade Piping, Fittings, Bonding or 
lntemals or items not specifically mentjoned above. 

QUOTE VALIDIT/: 30 DAYS 

TERMS: 30% W/ Purchase Order, 50% W/ Delivery of Materials & Balance Due Upon 
Substantial Completion 

DELIVERY TIME: 6 - 8 Weeks (After Drawing Approval, If Required) 

Thank you for the opportunity to be of service. If you have any questions or require additional 
information, please do not hesitate to contact me at your earliest convenience. 

Sincerely, 

George Marquez 
Sales Manager 

I superiortank. corn 
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EXECUTIVE SUMMARY 
APPALOOSA WATER COMPANY 

DOCKET NOS. W-03443A-11-0040 AND W-03443A-10-0143 

Appaloosa Water Company (“Company”) serves the Appaloosa Meadows subdivision 
within the Town of Chino Valley, Arizona. The Company is engaged in the business of 
providing utility water service to Arizona customers in Yavapai County. The Company provides 
service to approximately 234 customers. The Company’s current rates were approved in 
Decision No. 71236, dated August 6, 2009, and arsenic surcharge rates were approved in 
Decision No. 71692, dated May 3,2010. The Company has been cIassified as a Class C utility, 
based on its proposed revenue. 

Rate Application: 

The Company’s rate application requested an increase in revenue of $140,888, or 100.00 
percent over test year revenue of $140,888. The Company’s proposed revenues of $281,776 
result in an operating income of $102,910. The Company also proposes a fair value rate base 
(“FVRT3”) of negative $52,705, which is its original cost rate base (“OCRB”). The Company did 
not propose a rate of return on FVRB, as a return on a negative rate base is not meaningful. The 
Company’s request is simply to double all of its existing charges. 

Staff recommends rates that would increase operating revenue by $19,762, or 14.03 
percent, over adjusted test year revenue of $140,888 to produce operating revenue of $160,650 
resulting in operating income of $5,000. Staff recommends an OCRB of negative $2,542 which 
is its FVRB. Staff cannot calculate/recommend a rate of return on FVRI3, as the amount is 
negative, and therefore meaningless. Accordingly, Staffs recommended revenue requirement is 
based on a cash flow analysis. 

A typical 5/8 x 3/4-inch meter residential customer with a median usage of 5,652 gallons 
would experience a $34.80, or a 100.00 percent, increase in hisher monthly bill, from $34.80 to 
$69.60, under the Company’s proposed rates. A typical 5/8 x 3/4-inch meter residential 
customer with a median usage of 5,652 gallons would experience a $3.40, or a 9.77 percent 
increase, in hisher monthly bill from $34.80 to $38.21 with Staffs recommended rates. 

Staff Recommendations (Not related to the Financing): 

Staff recommends that the Company maintain all invoices for both operating expenses 
and capitd improvements on a going-forward basis. 

Staff further recommends, as a compliance item in this Docket, that the Company file, 
within 90 days of a decision in this matter, an allocation plan with the Commission that 
demonstrates how Mr. Cordovana will fairly allocate common costs among all of his business 
ventures. 

Staff further recommends that the Company inform customers through a billing insert of 
its office location and hours of operation. 



, 

Staff further recommends approval of its rates and charges as shown in Schedule JMM- 
17. In addition to collection of its regular rates and charges, the Company may collect from its 
customers a proportionate share of any privilege, sales, or use tax as provided for in A.A.C. R14- 
2-409.D. 

Staff further recommends that the Company file with Docket Control, as a compliance 
item in this Docket, a schedule of its approved rates and charges within 30 days after the date the 
Decision in this matter is issued. 

Staff further recommends that the Company notify its customers of the authorized rates 
and charges and their effective date by means of an insert in the next regularly scheduled billing. 

Staff further recommends that the rates and charges approved in this proceeding not 
become effective until Staff receives notice that Appaloosa water system is in total compliance 
with ADEQ regulations. (See Direct Testimony of Jim W. Liu) 

Staff further recommends that Appaloosa file a report each Jan- and July covering the 
previous six-months that contains all activities regarding its “Water Loss Prevention Plan,”’ until 
Staff receives a report showing that water loss is 10 percent or less for a 12 consecutive month 
period. (See Direct Testimony of Jian W. Liu) 

Staff further recommends that Appaloosa installhpdate its “informational sign” at the site 
of Well No. 2 to comply with ADEQ requirements to include: system name, system PWS ID, 
well number and emergency contact phone numbers and file documentation with Docket Control 
demonstrating compliance with 45 days of an order after the date the Decision in this matter is 
issued. (See Direct Testimony of Jian W. Liu) 

Staff further recommends adoption of the Depreciation rates by individual NARUC 
account presented in Table B of Staff‘s Engineering Report. 

Financing: 

The Company requests authorization to issue debt in the form of a Water Infrastructure 
Finance Authority (“WIFA”) loan in the amount of $855,193. The Company states that it will 
use the proceeds of the loan to fund additional storage capacity, provide an emergency generator 
and extend a transmission main line from the existing well and storage tank site to the new 
development area. 

Staff concludes that issuance of debt financing not to exceed $60,000 in the form of an 
amortizing loan of approximately 20 years for an emergency generator is within the Company’s 
corporate powers, is compatible with the public interest, will not impair its ability to provide 
services and is consistent with sound financial practices, provided the rates authorized in this 
proceeding provide a 1.25 or greater DSC. The remainder of the Company’s request for 
borrowing authorization should be denied. 

‘ Filed in Docket Nos. W-03443A-08-0177 and W-03443A-08-03 13. 
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Staff recommends authorization to incur an 18-to-22 year amortizing loan in an amount 
not to exceed $60,000 at an interest rate not to exceed that which is available fiom WIFA for the 
purpose of acquiring an emergency generator with sufficient capacity to run the Company’s 
high-yield well. Staff recommends denial of the remainder of the Company’s $855,193 request 
for authorization to borrow funds. 

Staff further recommends that the Commission authorize Appaloosa to pledge its assets 
in the State of Arizona pursuant to A.RS. 0 40-285 and R18-15-104 in connection with the 
WIFA loan. 

Staff further recommends that any authorization to incur debt granted in this proceeding 
terminate twenty-four months fiom the date of a decision in this matter. 

Staff further recommends authorizing Appaloosa to engage in any transaction and to 
execute any documents necessary to effectuate the authorizations granted. 

Staff further recommends that copies of executed loan documents be filed with Docket 
Control, as a compliance item in this case, within 60 days of the execution of any fmancing 
transaction authorized herein. 

Staff further recommends that Appaloosa file with Docket Control, as a compliance item 
in this docket, documentation that an emergency generator with sufficient capacity to run the 
Company’s high yield well has been placed in service within 12 months fiom the date of a 
decision in this matter. (See Direct Testimony of Jian W. Liu) 

Staff further recommends that Appaloosa file with Docket Control, as a compliance item 
in this docket, within 90 days after the date of a Decision in this matter is issued, for Commission 
review and approval, at least five BMPs in the form of tariffs that substantially conform to the 
templates created by Staff that are available at the Commission’s website. A maximum of two of 
the BMPs may come from the “Public AwarenessPublic Relations” or “Education and Training” 
categories of the BMPs. The Company may defer and request cost ‘recovery of the actual cost 
associated with the BMPs implemented in its next general rate application. 
(See Direct Testimony of Jian W. Liu) 
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I. 

Q. 
A. 

Q. 
A. 

Q- 
A. 

Q. 
A. 

INTRQDUCTIQN 

Please state your name, occupation, and business address. 

My name is JefTrey M. Michlik. I am a Public Utilities Analyst V employed by the 

Arizona Corporation Commission (,‘A,,,’ or “Commission”) in the Utilities Division 

(“Staff’). My business address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Briefly describe your responsibilities as a Public Utilities Analyst V. 

In my capacity as a Public Utilities Analyst V, I analyze and examine accounting, 

financial, statistical and other information and prepare reports and provide expert 

testimony based on my analyses that present Staffs recommendations to the Commission 

on utility revenue requirements, rate design and other financial regulatory matters. 

Please describe your educational background and professional experience. 

In 2000, I graduated from Idaho State University, receiving a Bachelor of Business 

Administration Degree in Accounting and Finance, and I am a Certified Public 

Accountant registered with the Arizona State Board of Accountancy. I have attended the 

National Association of Regulatory Utility Commissioners’ (“NARUC”) Utility Rate 

School, which presents general regulatory and business issues. 

I joined the Commission as a Public Utilities Analyst in May of 2006. Prior to 

employment with the Commission, I worked four years for the Arizona Office of the 

Auditor General as a Staff Auditor, and one year in public accounting as a Senior Auditor. 

What is the scope of your testimony in this case? 

I am presenting Staffs analysis and recommendations regarding the Appaloosa Water 

Company (“Appaloosa” or “Company”) applications for a permanent rate increase and 
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authorization for issuance of debt. I am presenting testimony and schedules addressing 

rate base, operating revenues and expenses, revenue requirement, rate design, and 

financing. Mr. Jim W. Liu is presenting Staffs engineering analysis and related 

recommendations. 

Q* 
A. 

Q* 
A. 

11. 

Q. 
A. 

What is the basis of your testimony in this case? 

I performed a regulatory audit of the Company’s application and records. The regulatory 

audit consisted of examining and testing financial information, accounting records, and 

other supporting documentation and verifying that the accounting principles applied were 

in accordance with the Commission-adopted NARUC Uniform System of Accounts 

(~~s0~77) .  

How is your testimony organized? 

My testimony is presented in eleven sections. Section I is this introduction. Section I1 

provides a background of the Company. Section I11 is a summary of consumer service 

issues. Section IV presents compliance status. Section V is a summary of the Company’s 

filing and Staffs rate base and operating income adjustments. Section VI presents Staffs 

rate base recommendations. Section VI1 presents Staffs operating income 

recommendations. Section VI11 presents Staffs revenue requirement. Section IX presents 

Staffs other recommendations. Section X presents S W s  rate design, and Section XI 

presents Staffs financing recommendations. 

BACKGROUND 

Please review the background of this application. 

Appaloosa serves the Appaloosa Meadows subdivision within the Town of Chino Valley, 

Arizona. The Company is engaged in the business of providing utility water service to 
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Arizona customers in Yavapai County. The Company provides service to approximately 

234 customers. The Company’s current rates were approved in Decision No. 71236, dated 

August 6,  2009, and arsenic surcharge rates were approved in Decision No. 71692, dated 

May 3,2010. The Company has been classified as a Class C utility, based on its proposed 

revenue. 

111. 

Q* 

A. 

CONSUMER SERVICES 

Please provide a brief history of customer complaints received by the Commission 

regarding the Company, and discuss customer responses to the Company’s proposed 

rate increase. 

A review of the Commission’s Consumer Services database for the Companies from 

January 1,2008, to October 28,201 1, revealed the following: 

20 1 1 - Nine complaints (billing, deposits, rate case items, arsenic); eight inquiries (billing, 

rate case items, arsenic, ratedtariffs, other); one hundred twenty-two opinions (all 

opposed to rate case, one other). 

201 0 - Zero complaints; two inquiries (quality of service, rateshriffs). 

2009 - Two complaints (quality of service, billing); two inquires (rate case item, repair 

issues); nine opinions (all opposed to prior rate case). 

2008 - Two complaints (quality of service, billings); two inquiries (rate case item, repair 

issues), fifty-nine complaints (all opposed to prior rate case, one other); one 

petition with 133 signatures opposing rate case. 

Not all complaints filed in 201 1 have been resolved and closed. There are currently eight 

open complaints (three billing, one deposit refund, and four rate case). Staff is currently 

processing these outstanding complaints. 
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IV. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Q. 
A. 

COMPLIANCE 

Please provide a summary of the compliance status of the Company. 

A check of the ACC’s Compliance database indicates that there are currently no 

delinquencies for the Company. 

Was the Company ordered to establish a separate interest bearing account for the 

arsenic surcharge revenues? 

Yes. On page 20 of Commission Decision No. 71236, dated May 3, 2010, Appaloosa is 

ordered to deposit all surcharge revenues into a separate interest-bearing account and to 

expend funds from the account only for debt service on the Water Infrastructure Financing 

Authority of Arizona (“WIFA”) loan. 

Did the Company establish a separate interest-bearing account as directed by the 

Commission? 

NO. 

What is Staffs recommendation? 

Staff recommends that the Company comply with all Commission orders. In this case, 

Staff is recommending elimination of the arsenic surcharge because arsenic costs are 

being rolled into base rates; therefore, a separate account is no longer needed, However, 

the benefits of having a separate account have been lost. The amounts collected and the 

interest earned cannot be compared with the loan payments, and the desired security that 

can be obtained by setting dedicated funds aside for their intended purpose was 

overridden. The Company should be placed on notice that further violations of 

Commission orders may result in fines and other sanctions. 
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V. 

Q* 

A. 

Q* 
A. 

Q* 
A. 

Q. 
A. 

SUMMARY OF FILING, RECOMMENDATIONS, AND ADJUSTMENTS 

Please summarize the revenue, operating income and rate base proposals in the 

Company’s filing. 

The Company’s rate application requested an increase in revenue of $140,888, or 100.00 

percent over test year revenue of $140,888. The Company’s proposed revenues of 

$281,776 result in an operating income of $102,910. The Company also proposes a fair 

value rate base (“FVRB”) of negative $52,705, which is its original cost rate base 

(,‘0C€Wy). The Company did not propose a rate of return on FVRB as a return on a 

negative rate base is not meaningful. The Company’s request is simply to double all of its 

existing charges. 

Please summarize Staffs recommendations. 

Staff recommends rates that would increase operating revenue by $19,762 to produce 

operating revenue of $160,650 resulting in operating income of $5,000, or a 14.03 percent, 

increase over adjusted test year revenue of $140,888. StafTrecommends an OCRB of 

negative $2,542 which is its FVRB. Staff cannot calculate/recommend a rate of return on 

FVRB as the amount is negative, and therefore, meaningless. Accordingly, Staffs 

recommended revenue requirement is based on a cash flow analysis. 

What test year did the Company use in this filing? 

The Company’s rate filing is based on the twelve months ended December 31,2010 (“test 

year”). 

Please summarize the rate base adjustments addressed in your testimony. 

My testimony addresses the following issues: 
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Plant Pro-Forma Adjustment and Reclassification of Plant - This adjustment reclassifies 

arsenic treatment plant fiom account 339 other plant and miscellaneous equipment to 

account 320.1 water treatment plant and account 320.3 media for arsenic treatment. This 

adjustment also recognizes arsenic plant omitted from the application. 

Accumulated Depreciation - This adjustment increases accumulated depreciation by 

$16,974, based upon the adjustments Staff made to Plant-in-Service and recalculation of 

accumulated depreciation using the half-year convention. 

Cash Working Capital - This adjustment increases cash working capital by $12,791 via 

application of the formula method. 

Q. 

A. 

Please summarize the operating revenue and expense adjustments addressed in your 

testimony. 

My testimony addresses the following issues: 

Water Testing; Expense - This adjustment decreases water testing expense by $7,239 to 

reflect a $4,200 reclassification to outside services expense and a further reduction to 

Staff's recommended water testing expense. 

Miscellaneous Expense - This adjustment decreases miscellaneous expense by $1,044 to 

adjust for Staffs disallowance of donations and meals and entertainment. 

Depreciation Expense - This adjustment increases depreciation expense by $1 8,493 to 

reflect application of Staffs recommended depreciation rates to Staffs recommended 

plant amounts. 
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Propertv Tax Expense - This adjustment decreases test year property taxes by $2,210 to 

reflect application of the modified version of the Arizona Department of Revenue’s 

(“ADOR”) property tax methodology which the Commission has consistently adopted. 

Income Tax ExDense - This adjustment decreases test year income tax expense by $2,760 

to reflect application of statutory state and federal income tax rates to Staff-adjusted 

taxable income. 

VI. RATEBASE 

Fair Value Rate Base 

Q. Did the Company prepare a schedule showing the elements of Reconstruction Cost 

New Rate Base? 

No, the Company did not. The Company’s filing treats the OCRB the same as the FVRB. A. 

Rate Base Summary 

Q. 

A. 

Please summarize Staffs adjustments to the Company’s rate base shown in 

Schedules JMM-3 and JMM-4. 

Stdf s adjustments to the Company’s rate base resulted in a net increase of $50,163, from 

negative $52,705 to negative $2,542. 

The net increase is primarily due to: (1) the pro-forma increase to plant and (2) an 

adjustment to include a provision for cash working capital. 
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Rate Base Adjustment No. 1 - Plant Pro-Forma and Reclassification of Plant. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What amount of plant did the Company include in its application for its arsenic 

treatment facility? 

The application included $128,025 in plant for the arsenic treatment facility. 

Did the Company include all of the costs it incurred for an arsenic treatment facility 

in its application? 

No. On December 6, 201 1 , the Company provided Staff with additional invoices for the 

arsenic treatment plant. 

What invoices did the Company provide to Staff to support the cost of the arsenic 

treatment facilities? 

The Company provided the following break-out for the arsenic treatment facility with 

supporting documentation: 

Dual APU- 100 system for arsenic treatment $168,000.00 

Subcontractor services $ 5,000.00 

City engineer fees and review $ 1,450.00 

Additional shipping $ 925.00 

Engineer plan review $ 6,996.25 

Finance Charges $ 18,150.37 

Total Arsenic Plant Costs $200,521.62 

Is the arsenic treatment facility cost consistent with the amount of the WIFA loan 

authorized in Commission Decision No. 71236 and obtained by Appaloosa? 

Yes. The Company obtained a $200,000 loan as authorized by Decision No. 71236. 
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Q. 
A. 

Q. 

A. 

Q* 
A. 

Was the initial arsenic media included with the plant? 

Yes, based on the Company’s.response to Staff data request 3.2. 

Does Staff recommend including all of the costs incurred for the arsenic treatment 

facility in rate base? 

No. Staff recommends excluding the $18,150 incurred for finance charges (late fees). 

Accordingly, Staff recommends including $182,371 (i.e., $200,521 - $18,150) in rate 

base: $155,246 in Water Treatment Plant (Account 320.1) and $27,125 in Media for 

Arsenic Treatment (Account 320.3). 

What does Staff recommend? 

Staff recommends reclassification of arsenic treatment facilities classified under Other 

Plant and Miscellaneous Equipment (Account 339) to Water Treatment Plant (Account 

320.1) and Media for Arsenic Treatment (Account 320.3) and recognition of costs 

prudently incurred but not included in the application as discussed above and as shown in 

Schedule JMM-5. 

Staff also recommends that the Company maintain all invoices for both operating 

expenses and capital improvements on a going-forward basis. 

Rate Base Adjustment No. 2 - Accumulated Depreciation Expense. 

Q. Did Staff make an adjustment to accumulated depreciation expense as a result of its 

adjustment to arsenic treatment facilities? 

Yes. Staff recalculated depreciation for the intervening years since the prior rate case A. 

using the half-year convention and reflecting inclusion of Staffs adjustment for the 

arsenic treatment facility. This resulted in a $1 6,974 increase to accumulated depreciation. 
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Q. What is Staff's recommendation? 

A. Staff recommends increasing accumulated depreciation expense, as shown in Schedules 

JMM-6. 

Rate Base Adjustment No. 3 - Cash Working CapitaL 

Q. 
A. 

Q- 
A. 

Q. 
A. 

Q* 
A. 

Does the Company's application include a provision for cash working capital? 

No. The Company did not claim an allowance for cash working capital. 

Did Staff include a provision in rate base for cash working capital? 

Yes. Staff included a provision for cash working capital calculated using the formula 

method (one-twenty-fourth of purchased power plus one-eighth of other operating and 

maintenance expenses). Although Appaloosa is a Class C utility and Staff normally 

reserves use of the formula method for Class D and E utilities, Appaloosa's test year and 

Staff's recommended revenues fall into the range for a Class D utility; accordingly, Staff 

concluded that inclusion of a formula-based cash working capital provision is 

appropriate.2 

What adjustment did Staff make? 

Staff increased cash working capital by $12,791. 

What is Staffs recommendation? 

Staff recommends including a provision in rate base for cash working capital using the 

formula method, as shown in Schedules JMM-7. 

Since Staffs rate base is negative, inclusion of a cash working capital provision in rate base has no effect on Staffs 
recommended revenue requirement. 
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FYI. OPERATING INCOME 

Operating Income Summary 

Q. What are the results of Staffs analysis of test year revenues, expenses, and operating 

income? 

As shown on Schedules JMM-9 and JMM-IO, Staffs analysis resulted in test year A. 

revenues of $140,888, expenses of $151,320 and operating income of negative $10,432. 

Operating Income Adjustment No. 1 -Water Testing Expense. 

Q. 
A. 

Q. 
A. 

Q* 

A. 

Q. 
A. 

What did the Company propose for water testing expense? 

The Company proposed the recorded test year amount of $9,049 for water testing expense. 

What is the composition of the Company’s proposed water testing expense? 

The Company’s water testing expense includes $4,200 in fees for the water operator, $993 

in water testing expenses supported by documentation and $3,856 in unsupported charges. 

Did Staff perform an analysis to determine an appropriate amount for on-going 

water testing expense? 

Yes. Staff engineer Jian Liu calculated a $1,810 annual water testing cost 

What is Staffs recommendation? 

Staff recommends reclassifying $4,200 to outside services expense and removing an 

additional $3,039 to reflect Staff‘s annual expense calculation of $1,810, resulting in a 

total reduction of $7,239 from water testing expense, as shown on Schedule JMM-10. 
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Operating Income Adjustment No. 2 - Miscellaneous Expense. 

Does the Company’s proposed miscellaneous expense include costs that are 

unnecessary for the provision of utility service and, therefore, should not be included 

in rates? 

Yes. Miscellaneous expense includes $544 for meals and entertainment. Miscellaneous 

expense also includes $500 in charitable contributions. According to the USOA, 

charitable contributions should be recorded in Miscellaneous Nonutility Expenses (Acct. 

No. 426) which, as a non-utility expense, should not be included in rates. 

What is Staffs recommendation? 

Staff recommends decreasing miscellaneous expense by $1,044, as shown in Schedule 

SMM-11. 

Operating Income Adjustment No. 3 - Depreciation Expense. 

Q. 
A. 

Q. 
A. 

Q. 
A.. 

What did the Company propose for depreciation expense in its application? 

The Company proposed its recorded test year depreciation expense of $53,3 18. 

How did Staff calculate depreciation expense? 

As shown on schedule JMM-12, Staff recalculated depreciation expense on a going 

forward basis by applying Staffs recommended depreciation rates to S W s  

recommended plant amounts and offsetting the result by the amortization of contributions 

in aid of construction as prescribed by the USOA. 

What is Staffs recommendation? 

Staff recommends decreasing depreciation expense by $18,493, as shown in Staff 

Schedule JMM-12. 
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Operating Income Adjustment No. 4 - Property Tax Expense. 

Q. 

A. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

What method has the Commission typically adopted to determine property tax 

expense for ratemaking purposes for Class C and above water utilities? 

The Commission’s practice in recent years has been to use a modified ADOR 

methodology for water and wastewater utilities. 

Did the Company use the modified ADOR methodology to calculate its proposed 

property taxes? 

No. 

Did Staff calculate property taxes using the modified ADOR method? 

Yes. As shown in Schedule JMM-13, Staff calculated property tax expense using the 

modified ADOR method for both test year and Staff-recommended revenues. Since the 

modified ADOR method is revenue dependent, the property tax is different for test year 

and recommended revenues. Staff has included a factor for property taxes in the gross 

revenue conversion factor that automatically adjusts the revenue requirement for changes 

in revenue in the same way that income taxes are adjusted for changes in operating 

income. 

What does Staff recommend for test year property tax expense? 

Staff recommends a decreasing test year property tax expense by $2,210, as shown in 

Schedule JMM-13. 

Operating Income Adjustment No. 5 - Income Tax Expense. 

Q. 

A. 

What did the Company propose for test year income tax expense? 

The Company did not propose any income tax expense. 
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Q- 
A. 

Q. 
A. 

VIII. 

Q. 

A. 

Q. 
A. 

How did Staff calculate test year income tax expense for the Company? 

Staff applied the statutory state and federal income tax rates to Staffs taxable income. 

Since Staff calculated a negative taxable income for the test year, the test year income tax 

is negative. Using this negative test year income tax facilitates use of a gross revenue 

conversion factor for calculating recommended revenues and the corresponding income 

tax expense. Income tax expenses for the test year and recommended revenues are shown 

in Schedule JMM-2. 

What is Staff's recommendation for test year income tax expense far the Company? 

Staff recommends decreasing test year income tax expense by $2,760, as shown in 

Schedule 3MM- 14. 

REVENUE REQUIREMENT 

Did the Company utilize a rate of return on rate base, operating margin or cash flow 

methodology to determine its revenue requirement? 

No. The Company simply proposed to double all of its existing rates. 

What is the traditional method for determining a utility revenue requirement? 

Under the traditional regulatory framework, the required operating income for an investor- 

owned utility is determined by multiplying rate base by rate of return. Typically, a utility 

is afforded the opportunity to earn a reasonable return on the value of its property and no 

more. Since a utility incurs expenses in the provision of service, these expenses, when 

added to the operating income, provide the revenue requirement. Thus, the revenue 

requirement can be expressed mathematically as: Revenue Requirement = Operating and 

Maintenance expenses + Depreciation expense + Taxes + Operating Income. 
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Q* 

A. 

Q. 
A. 

Ix. 

Did Staff use the rate basehate of return method for determining the revenue 

requirement for Appaloosa in this case? 

No. Since Staff calculated a negative rate base for the Company, the rate basehate of 

return method would produce a negative operating income that is neither useful nor 

meaningful for calculating the revenue requirement. 

What is Staffs recommended revenue requirement? 

Staff recommends a revenue requirement of $160,650, a $19,762 (14.03 percent) increase 

over adjusted test year revenue of $140,888.3 Staffs recommended revenue would result 

in operating income of $5,000 and positive cash flow of $22,862 with existing loans and 

positive cash flow of $17,924 with the proposed $60,000,20-yea.r amortizing loan at 3.675 

percent as discussed below (see Schedule JMM-16). 

OTHER RECOMMENDATIONS 

Common Cost Allocation 

Q. 
A. 

Does Staff have any other eomments/recommendations? 

Yes. During the course of its audit, Staff noted that Appaloosa’s owner, Mr. Joe 

Cordovana, owns several other businesses, including JC Ranch, Windmill Farms Nursery, 

and The Windmill House. Staff noted that all of these businesses are run out of the 

Windmill Farms office facility. 

In response to Staff data request JMM 2-6, the Company indicated that (1) the office 

phone/fax and the field phone are all direct-charged to Appaloosa; (2) no logs are 

maintained to track the purpose of phone calls to other states and countries; (3) the nature 

of routine calls includes customer past due contact, customer return calls, ordering 

The existing arsenic surcharge should terminate with the effective date of rates authorized in this case. 
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chemicals for water, contact with operator, contact with the person in charge of billing, 

contact with the Commission, contact with the Arizona Department of Environmental 

Quality, contact with the WIFA and any other water company business. StafY also noted 

that JC Ranch, The Windmill House and the La Vacara trust all share the same phone 

number. 

The Company also stated that it uses the internet for e-mail access, software support, 

research for education for conservation and loss of water, research for treatment solutions 

for water plant, and access to download forms, etc. Staff noted that the Company’s 

internet expenses are billed to Tony Cordovana, and are addressed to 1460 W. Road 4 N, 

Chino Valley, AZ 86323, the Windmills Farms facility. 

Staff has not removed any of these common costs in this case. However, Staff takes this 

opportunity to note that the USOA specifies the accounting and reporting for common 

utility plant and expenses. Those specifications include showing to the Commission the 

basis of the allocation used. The Company should adopt and consistently utilize allocation 

bases that clearly and properly allocate common costs (e.g., phone, internet, office 

expenses, and other) among the multiple business ventures of Joe Cordovana. 

Therefore, Staff recommends, as a compliance item in this Docket, that the Company file, 

within 90 days of a decision in this matter, an allocation plan with the Commission that 

demonstrates how Mr. Cordovana will fairly allocate common costs among all of his 

business ventures. 
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Office Location Notice 

Q. 
A. 

X. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Does Staff have any comments about the building rental expense? 

Yes. The Company pays the af5liated Windmill Farms facility $500 per month for rent, 

the mount approved in the prior rate case. During the Engineering site visit, Staff noted 

that the building has no signs to identify the location of the Appaloosa office. Further, 

Staff notes that the Company uses a P.O. Box as its mailing address. Staff concludes that 

customers wanting to conduct business with Appaloosa should have clear direction to the 

Company’s office. Therefore, Staff recommends that the Company inform customers with 

a billing insert of the location of its office and the hours of operation. 

RATE DESIGN 

Did Staff prepare a summary of the Company’s present rates, proposed rates, and 

Staffs recommended rates? 

Yes. See Schedule JMM-17. 

Did Staff prepare a typical bill analysis for a 5/8” x 3/4” residential customer? 

Yes. See Schedule JMM-18. 

What does Staff recommend for other service charges? 

Staffs recommended other service charges are presented in Schedule JMM-17, and reflect 

Staffs experience of what are reasonable and customary charges. 

Is there anything else that Staff would like to recommend for other service charges? 

Yes. Staff recommends an after-hours service charge when it is made at the customer’s 

requestkonvenience. Such a tariff compensates the utility for additional expenses 

incurred from providing after-hours service. Staff concludes that establishing a separate 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

i a  

19 

20 

21 

22 

23 

24 

25 

26 

Direct Testimony of Jeffrey M. Michlik 
Docket Nos. W-03443A-11-0040 (Rates) and W-03443A-10-0143 (Financing) 
Page 18 

after-hours tariff that is applicable for any utility service provided outside of regular 

business hours at the customer’s request or for the customer’s convenience is preferable to 

having after-hours tariffs for each specific activity. The after-hours fee would apply in 

addition to the applicable regular-hours charge for the specific service if the customer 

requests that the service be performed outside of normal working hours. 

Q. 
A. 

XI. 

What is Staffs recommendation? 

Staff recommends approval of its rates and charges as shown in Schedule JMM-17. In 

addition to collection of its regular rates and charges, the Company may collect from its 

customers a proportionate share of any privilege, sales, or use tax, 8s provided for in 

A.A.C. R14-2-409(D). 

Staff also recommends that the Company file with Docket Control, as a compliance item 

in this Docket, within 30 days after the Decision in this matter is issued, a schedule of its 

approved rates and charges. 

FINANCING 

Introduction 

Q- 
A. 

Q. 
A. 

Please give a brief introduction to the Company’s proposed financing plan. 

On April 13, 2010, the Company filed a financing application with the Commission, 

requesting Commission approval to borrow $855,193 from WIFA. 

What is the purpose of the loan? 

The Company stated that it will use the proceeds of the loan to fund additional storage 

capacity, provide an emergency generator and extend a transmission main line from the 

existing well and storage tank site to a new development area. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Did Staff conduct an engineering analysis of the proposed financing? 

Yes. Please refer to the testimony of Jian Liu and the associated engineering report for 

details of S W s  engineering analysis. In brief, the engineering analysis concludes that 

the Company’s water system has adequate well and storage capacity, and that the 

proposed additional storage capacity will not be needed for the foreseeable future. That 

analysis also pronounces Staffs position that any plant needed to serve the new 

development area should be financed by the developer through a main extension 

agreement? Accordingly, Staff finds that, of the Company’s three proposed capital 

improvement projects, only the emergency generator is appropriate. 

What amount of financing does Staff recommend for the emergency generator? 

Staff recommends $60,000 of financing for the emergency generator. 

Did Staff conduct a financial analysis of the proposed financing? 

Yes. Staffs financial analysis is shown in Schedules JMM-15 and JMM-16. Schedule 

JMM-15, Column [A], presents pro forma financial information reflecting Staffs audit 

results and recommended rates with existing loans. Schedule JMM-15, Column [B], 

presents pro forma financial information that modifies Column [A] to reflect issuance of a 

$60,000, 20-year amortizing loan at 3.675 percent per annum. Schedule. JMM-15 also 

shows the debt service coverage ratio (“DSC”). 

DSC represents the number of times internally generated cash (Le., earnings before 

interest, income tax, depreciation and amortization expenses) covers required principle 

and interest payments on short-term and long-term debt. A DSC greater than 1.0 means 

operating cash flow is sufficient to cover debt obligations. 

Thus, the risk of successful development remains with the developer as it should, and it is not passed on to the 
Company and its ratepayers. 
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Schedule JMM-15, Column [B] shows that a pro forma 2.24 DSC results from Staff‘s 

recommended revenue requirement and a fully drawn $60,000 20-year amortizing loan at 

3.675 percent annual interest. The pro forma DSC shows that the Company will have 

adequate cash fI ows to meet all obligations including the anticipated new debt. 

Schedule JMM-16 presents cash flow analyses with and without the $60,000 loan. The 

cash flow analysis reflecting issuance of a $60,000 loan shows that Staffs recommended 

revenues would provide positive, uncommitted cash flow available for contingencies of 

$17,924. 

Accordingly, Staff concludes that issuance of debt financing not to exceed $60,000 in the 

form of an amortizing loan of approximately 20 years for an emergency generator is 

within the Company’s corporate powers, is compatible with the public interest, will not 

impair its ability to provide services and is consistent with sound financial practices 

provided the rates authorized in this proceeding provide a 1.25 or greater DSC.’ The 

remainder of the Company’s request for borrowing authorization should be denied. 

Q. 
A. 

What does Staff recommend? 

Staff recommends authorization to incur an 18-to-22 year amortizing loan in an amount 

not to exceed $60,000 at an interest rate not to exceed that which is available from WIFA 

for the purpose of acquiring an emergency generator with sufficient capacity to run the 

Company’s high-yield well. Staff recommends denial of the remainder of the Company’s 

$855,193 request for authorization to borrow b d s .  

Staff generally considers 1.25 as the minimum DSC for a WIFA loan due to debt service reserve funding 
requirements. In this instance, a $12,924 operating loss without the $60,000 loan provides a pro forma breakeven 
cash flow and 1.01 DSC with the loan, and zero operating income without the loan provides pro forma cash flow of 
$12,924 and a 1.90 DSC with the loan. Thus, any revenue requirement resulting in positive operating income would 
provide adequate debt service. S t a r s  recommended revenue requirement would provide operating income of $5,000 
without the loan and $5,151 with the loan, and it is based on an assessment of adequate cash flow for contingencies. 
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Staff further recommends that the Commission authorize Appaloosa to pledge its assets in 

the State of Arizona pursuant to A.R.S. 6 40-285 and R18-15-104 in connection with the 

U'IFA loan. 

Staff hrther recommends that any authorization to incur debt granted in this proceeding 

terminate twenty-four months fi-om the date of a decision in this matter. 

Staff further reconmends authorizing Appaloosa to engage in any transaction and to 

execute any documents necessary to effectuate the authorizations granted. 

Staff M e r  recommends that copies of executed loan documents be filed with Docket 

Control, as a compliance item in this case, within 60 days of the execution of any 

financing transaction authorized herein. 

Q* 
A. 

Does this conclude your direct testimony? 

Yes, it does 
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I REVENUE REQUIREMENT 

LINE 
- NO. 

, 
I 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Proposed/Recommended Operating Income 

Operating income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

N/M = Not Meaningful 

(A) 
COMPANY 

FA1 R 
VALUE 

$ (52,705) 

$ (37,979) 

N/M 

N/M 

N/M 

N/M 

1 .oooo 

$ 140,888 

$ 140,888 

$ 281,776 

100.00% 

Schedule JMM-I 

(B) 
STAFF 
FA1 R 

VALUE 

$ (1 0,432) 

N/M 

NIM 

$ 5,000 

$ 15,432 

1.2806 

$ 19,762 

$ 140,888 

$ 160,650 

14.03% 

References: 
Column (A): Company Schedule A-1 
Column (B): Staff Schedules JMM-3 and JMM-8 
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GROSS REVENUE CONVERSION FACTOR 

ScheduY JMM-2 

LINE 
m 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
48 
47 
48 
49 
50 
51 
52 

53 

DESCRIPTION 

Revenue 100.0000% 
Uncolledble Factor (tine 1 I) 0.0000% 
Revenues (L1 - L2) 100.0000% 
Combined Federal and State Income Tax and Property Tax Rate (Line 23) 2l.B099% 
SUbtotal (L3 - L4) 78.0901% 

1.280572 Revenue Convemion Factor (L1 I L5) 

Unity 
Combined Federal and State Tax Rate (Line 23) 
One Minus Combined Income Tax Rate (L7 - L8 ) 
Uncollectible Rate 
Uncollectible Factor (L9 * L10 ) 

Calculation of Effective Tax Rate: 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (L12 - L13) 
Applicable Federal Income Tax Rate (Line 55) 
Effective Federal Income Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Ra!e (L13 +L16) 

Calculation of Effective Pruoertv Tax Factor 
Unity 
Combined Federal and State Income Tax Rate (L17) 
One Minus Combined Income Tax Rate fLlB-Ll9) 

100.0000% 
20.9228% 
19.0772% 

Property Tax Factor (JMM-13, L27) 
Effective Property Tax Factor (LZO'L21) 
Combined Federal and State Income Tax and Properly Tax Rate (L17+L22) 

1.2403% 
0.9871 % 

21.9099% 

Required Operating Income (Schedule JMM-I , Line 5) 
AdjustedTest Year Operating Income (Loss) 
Required Increase in Operating Income (L24 - L25) 

0 5,000 
(10,432) 

$ 15,432 

lncpme Taxes on Recommended Revenue (Col. [E], L52) s 1,323 
Income Taxes on Test Year Revenue (Col. [E], L52) 
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

(2,760)- 
4,083 

Recornmended Revenue Requirement (Schedule JMM-I, Line 10) 
Uncollectible Rate (tine 10) 
Uncollledble Expense on Recommended Revenue (L308L31) 

$ 160.650 
0.0000% 

$ 
Adjusted Test Year Uncollectible Expense $ 
Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

Property Tax with Recommended Revenue (JMM-13, Col 8, L31) 
Properly Tax on Test Year Revenue (JMM-13, Col A, L17) 
Increase in Property Tax Due to Increase in Revenue (L35-L36) 
Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

$ 3,761 
3.514 

247 
8 19,762 

.Calculation of Income Tax: 
Revenue (Schedule JMM-8, Col. [Cl, Line 6 & Sch. JMM-1, Col. ID] Line 10) - .  
Operating Expenses Excluding lnw-me Taxes 
Interest(L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) Q 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) Q 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) Q %YO 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) Q 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) Q 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

Test 
Year 

$ 140,888 $ 
s 154,080 
s 
$ (13.192) 

6.9680% 
s (91 9) 
s (12,273) 
$ (1,841) 
$ 
s 
$ 
$ 
$ 11.841) 
8 (2,760) 

Staff Pro Forma 
Recommended W/Proposed Loans 

19,762 $ 160,650 $ 160,650 
S t54.327 $ 154,321 
8 - $  2.170 
$ 6,323 5 4,153 

6.9680% 6.9680% 

$ 882 8 882 
0 1,323 $ 1,172 

Applicable Federal Income Tax Rate [Col. [M, L51 - Col. [B], L51] I [Cd. [El. L45 - Col. [B], L45) 15.0000% 
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RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

(A) 
COMPANY 

AS 
FILED 

$ 1,459,170 
23 1,234 

S 1.227.936 

$ 759,327 
49,004 

710,323 

Schedule JMM-3 

(B) (C) 
STAFF 

STAFF Adj. AS 
ADJUSTMENTS ADJUSTED 

54,346 1 $ 1,513,516 
16,974 2 248,208 

$ 37,372 $ 1,265,308 

$ $ 759,327 
$ 49,004 
(5 71 0,323 

7 Advances in Aid of Construction (AIAC) 570,318 570,318 

8 Customer Deposits - - 
9 Deferred Income Tax Credits 

9 Working Capital Allowance 

10 Deferred Regulatory Assets 

11 Original Cost Rate Base 

12,791 3 12,791 

- - 

$ (52,705) $ 50,163 $ (2,542) 

References: 
Column [A]: Company as Filed 
Column [B]: Schedule JMM-4 
Column (C): Column (A) + Column (B) 
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Schedule JMM-5 

RATE BASE ADJUSTMENT NO. 1 - PLANT PRO-FORMA AND RECLASSIFICATION OF PLANT 

[A] [ B] [C] 
I LINE I ACCT I I COMPANY I STAFF I STAFF I I NO. I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 1 

1 339 Other Plant and Miscellaneous Equipment $ 128,025 $ (128,025) $ 
155,246 2 320.1 Water Treatment Plant 155,246 

3 320.3 Water Treatment Equipment 27,125 27,125 
4 $ 128,025 $ 54,346 1 82,37 1 

REFERENCES: 
Column [A]: Company Filing 
Column [e]: Direct Testimony JMM 
Column [C]: Column [A] + Column [B] 
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Schedule JMM-6 

RATE BASE ADJUSTMENT NO. 2 - ACCUMULATED DEPRECIATION 

[A] [ B] [C] 
I I 1 1 I 1 
I  LINE^ I COMPANY I STAFF I STAFF I I NO.  DESCRIPTION I ASFILED I ADJUSTMENTS I ASADJUSTED 1 

1 Accumulated Deprecation $ 231,234 $ 16,974 $ 248,208 

References: 
Column [A]: Company Application 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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LINE COMPANY STAFF 
NO. DESCRIPTION AS FILED ADJUSTMENTS 

Schedule JMM-7 

STAFF 
AS ADJUSTED 

I RATE BASE ADJUSTMENT NO. 3 - CASH WORKING CAPITAL 

Staff's Calculation of Cash Workinq Capital 
1124th Purchased Power $ 491 
1/8th Operation & Maintenance Expense 12,299 
Total Cash Working Capital $ 12,791 

References: 
Column [A]: Company Application 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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opmnffi INCOME STATEMENT - ADJUSTED TEST YEAR AND STAFF RECOMMENDED 

UNE 
u 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
le  
17 
I 8  
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

[AI tW [cl PI R IF] [GI 
STAFF COMPANY 

ADJUSTED STAFF TESTYEAR STAFF PROPOSED PRO FORMA 
TESTYEAR TESTYEAR AS PROPOSED STAFF LOAN Wn-H 

=RIPTlOy A 5 x ! l m A € u J m E m A D J U S T E D C H A N O E S R E C O M M E N D E D ~ P R O P O S E D L O A N S  
PFVENUF.9 
Metered Water Sales s 133,060 E - S 133,060 S 19.762 t 152,822 5 152,822 
Forteited Diswunks 

IntsntionaHy Left Blank 
T0t.l opantlno Revenues E 140.888 E 140.888 S 19,762 S 160,650 t - s 160,650 

Other Water Revenues 7.828 7.828 7.828 7.828 

QPERARNG FXPFNSFS: 

S.larisc and Wages - Ofticerr and Stockhold 
Empbyee Pen,ntionr and BeneRts 
PUrrh8Sed P w r  
Chemicals 
Repairs and Malitenarm 
G ~ ~ I M  Supplies and Expenses 
outdide Services 
Wnter Testinp 
ovwde SelvieRs - OLher 
Rental of EulldinglReal Property 
Transportation Expenses 
Insurance 
Rob Case Expense 
Bad Debt Expnse 
Miullaneour Expanse 
Depredation Expense 
Amortirption Of CIAC 
Taxes Other than lnmme 

h m e  Tam6 
Dafemd Inccine T m s  
Intentionally Left Blank 
lntentionallv Left Blank 

Salulss and Wages 5 

~oper ty  r-s 

50,769 

11.788 

8.139 
2.956 
7,363 
9,049 

6.000 

7,374 

10,828 
53.318 

5,5m 
5,724 

Intentionall; Lan Blank 
Total Opentino Ewnses 
Operating lnccma (Loss) 

t 178.888 S (27.546) 

Referen- 
Column (A): Company Schedule C1 
Cdumn (8): Schedule JMM9 
Column (C): Column (A] + Column (8) 
Column (0): Schedules JMM-13 and JMM-14 
Column (E): Column (C) + Column (D) 
Column 0: Schedule JMM-13. JMM-14. AND JMM-16 

S 50,768 

11.788 

8.139 
2,956 

11.583 
1,810 

6,000 

7.374 

9,784 
34,825 

5.558 
3,514 

(2.780) 

I - f 50,789 

11,788 

8.139 
2.856 

11,583 
1,810 

8.m 

7,374 

9.784 
34.825 

5,558 
247 3,761 

4.083 1,323 

s 50,769 

11,788 

8,139 
2,958 

11.583 
1,810 

6,000 

7.374 

9,784 
34.825 

5.558 
3,781 

(151) 1,172 

S 151,320 5 4,330 S 155,650 S (151) S 155,499 
5 110,433 5 15,432 S 6,000 .s IL E 





Appaloosa Water Company 
Docket Nos. W-03443A-11-0040 and W-03443A-10-0143 
Test Year ended December 31,2010 

Schedule JMM-10 

OPERATING INCOME ADJUSTMENT NO. 1 -WATER TESTING EXPENSE 

[A] P I  [C] 
1 LINE I I COMPANY I STAFF I STAFF I I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED I 

1 Water Testing Expense $ 9,049 $ (7,239) $ 1,810 
2 Outside Service 
3 Total 

7,363 4,200 1 1,563 
$ 16,412 $ (3,039) $ 13,373 

References: 
Column (A), Company Schedule C-1 
Column (B): Testimony JMM 
Column (C): Column (A) + Column (6) 



Appaloosa Water Company 
Docket Nos. W-03443A-11-0040 and W-03443A-10-0943 
Test Year ended December 31,2010 

LINE ACCT 
NO. NO. 

Schedule JMM-11 

COMPANY STAFF STAFF 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

I OPERATING INCOME ADJUSTMENT NO. 2 - MISCELLANEOUS EXPENSE 

Staffs disallowed items 
Homeward Bound Donation 
Meals and Entertainment 

References: 
Column (A), Company Schedule C-I 
Column (B): Testimony JMM 
Column (C): Column (A) + Column (B) 

$ 500 
- . .  

$ 1.044 



Appaloosa Water Company 
Docket Nos. W-03443A-11-0040 and WQ3443A-104143 
Test Year ended December 31,2010 

LINE ACCT 
NO. NO. DESCRIPTION 

Schedule JMM-12 

PIANT In NonDepreciable DEPRECIABLE DEPRECIATION 
SERVICE or Fully Depmchted PLANT DEPRECIATION EXPEN'SE 
Per Staff PLANT (COl A - COl B) RATE (Col C x Cot D) 

31 347 Miscellaneous Equipment 
32 348 Other Tangible Plant 
33 Total Plant 

s - $  - $  10.00% t 
$ 12,669 $ - $ 12,689 10.00% $ 1,289 - $ 1,513,516 $ 69,667 $ 1,513,516 $ 

34 
35 Composite Depreciation Rate (Depr Exp I Depreciable Plant): 4.62% 
36 
37 
38 
39 
40 
41 
42 
43 

. .  
CIAC: S 759,327 

Amortization of ClAC (Line 32 x Line 33): $ 35,062 

Depreciation Expense Before Amortization of CIAC: $ 69,887 
Less Amortization of CIAC $ 35,062 

Test Year Depreciatlon Expense - Staff $ 34,825 
Depreciation Expense - Company: $ 53,316 

Staffs Total Adjustment: $ (18,493) 

References: 
Column [A]: Schedule JMM-4 
Column [B]: From Column [A] 
Column IC]: Column [A] - Column [E] 
Column [D]: Engineering Staff Report 
Column [El: Column [C] x Column Io] 



Appaloosa Water Company 
Docket Nos. W43443A-11-0040 and W43443A-10-0143 
Test Year ended December 31,2010 

LINE 

Schedule JMM-13 

STAFF STAFF 

OPERATING INCOME ADJUSTMENT NO. 4 - PROPERTY TAX EXPENSE 

NO. Property Tax Calculation 

1 Staff Adjusted Test Year Revenues 
2 Weight Factor 
3 Subtotal (Line 1 * Line 2) 
4 Staff Recommended Revenue, Per Schedule JMM-1 
5 Subtotal (Line 4 4 Line 5) 
6 Number of Years 
7 Three Year Average (Line 5 / Line 6) 
8 Department of Revenue Mutilplier 
9 Revenue Base Value (Line 7 * Line 8) 
10 Plus: 10% of CWlP - 
11 Less: Net Book Value of Licensed Vehicles 
12 Full Cash Value (Line 9 + Line 10 - Line 12)  
13 Assessment Ratio 
14 Assessment Value (Line 12 * Line 13) 
15 Composite Property Tax Rate (Per Company Schedule) 
16 
17 Staff Test Year Adjusted Property Tax (Line 24 Line 15) 
18 Company Proposed Property Tax 
19 
20 Staff Test Year Adjustment (Line 17-Line 18) 
21 Property Tax - Staff Recommended Revenue (Line 14 Line 15) 
22 Staff Test Year Adjusted Property Tax Expense (Line 17) 
23 Increase in Property Tax Expense Due to Increase in Revenue Requirement 
24 
25 Increase to Property Tax Expense 
26 Increase in Revenue Requirement 
27 Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 140,888 
2 

281,776 
140,888 
422,664 

3 
140,888 

2 
281,776 

94,101 
187,675 

20.5% 
38,473 

9.1336% 

$ 3,514 
5,724 

- 

$ 140,888 
2 

$ 281,776 
$ 160,650 

442,426 
3 

$ 147,475 
2 

$ 294,950 

$ 94,101 
$ 200,849 

20.5% 
$ 41,174 

9.1336% 
$ 

$ 2 210 
$ 3,761 
$ 3,514 
$ 247 

$ 247 
19,762 

1.2483% 



Appaloosa Water Company 
Docket Nos. W-03443A-110040 and WOWA-10-0143 
Test Year ended December 31,2010 

LINE 
NO. 

Schedule JMM-14 

COMPANY STAFF STAFF 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 5 -TEST YEAR INCOME TAXES 

References, 
Column (A), Company Schedule C-1 
Column (B): Cdumn [C] - Column [A] 
Column (C): Schedule JMM-2 



Appaloosa Water Company 
Docket Nos. W-03443A-114040 and W-O3443A-10-0143 
Test Year ended December 31,2010 

Schedule JMM-IC 

1 Operating Income 
2 Depreciation &Amok 
3 Income Tax Expense 
4 
5 tnterest Expense 
8 Repayment of Principal 
7 
0 
9 DSC 
10 [1+2+3] + [5+6] 

[AI 

Staff Recommended 
W/O Proposed Loans 

S 5,000 
6 34,825 
$ 1,323 

L 7,235 
L 6,901 

2.91 

IBI 

Pro Forma 
With Proposed Loans 

s 5,151 
S 34.025 
s 1,172 

$ 9,405 
s 8,972 

2.23 



Appaloosa Water Company 
Docket Nos. W43443A-11-0040 and W93443A-10-0143 
Test Year ended December 31,2010 

Schedule JMM-I6 

Line 
No. 
I 
2 
3 
4 

5 
6 
7 
8 
9 

I O  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

28 

29 
30 
31 
32 

33 
34 

Staff Recommended Pro Forma 
W/O Proposed Loans With Proposed Loans 

Cash Inflows 
Revene - Base Rates $ 160,650 
Revenue - Surcharge for Principle, Interest and Taxes 
Total Revenue $ 160,650 

Cash Outflows 
Salaries and Wages 
Salaries and Wages - Officers and Stockholders 
Employee Pensions and Benefits 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expenses 
Outside Services 
Water Testing 
Outside Services - Other 
Rental of BuildinglReal Property 
Transportation Expenses 
Insurance 
Rate Case Expense 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Amortization of ClAC 
Taxes Other than Income 
Property Taxes 
Income Taxes 
Deferred Income Taxes 
Total Expenses 

Operating Income 

Plus Depreciation Expense 
Less: WIFA Loan Payment Interest 
Less: WlFA Loan Payment Principle 
Cash Flow from Operations before WIFA Reserve 

WIFA Reserve (20% of Principal and Interest) 
Cash Flow from Operations after WlFA Reserve 

$ 
$ 155,650 

50,769 

11,788 

8,139 
2,956 

11,563 
1,810 

6,000 

7,374 

9,784 
34,825 

5,558 
3,761 
1,323 

- 

$ 5,000 

$ 34,825 
$ 7,235 
$ 6,901 
$ 25,689 

$ 2,827 
$ 22,862 

$ 160,650 
$ 
$ 160,650 

$ 50,769 
$ 
$ 
$ 11,788 
$ 
$ 8,139 
$ 2,956 
$ 11,563 
$ 1,810 
$ 
$ 6,000 
$ 
$ 7,374 
$ 
$ 
$ 9,784 
$ 34,825 
$ 
$ 5,558 
$ 3,761 
$ 1,172 
$ 
$ 155,499 

- 

- 

$ 5,151 

$ 34,825 
$ 9,405 
$ 8,972 
$ 21.600 

$ 3,675 
$ 17,924 



, Appalwsa Water Company 
Dockat Nos. W-03443A-114040 and 

Test Year Ended December 31.2010 
W43443A-10-0143 

Rate Design 

Monthly Usage Charge Present 

5l6" x 3/4" Meter 
34" Meter 
1" Meter 
1.A" Meter 
2" Meter 
3" Metar 
$' Meter 
6" Meter 

s 25.00 
25.00 
41.67 
83.33 

133.33 
266.67 
416.67 
833.33 

Gallons included in Minimum 0.00 

Cmmodky Chaw (Par 1,000 Gallons) 

g y w m m e r d a l l  
1 - 3,000 gallons s 1.m 
3,001 - 7.000 gallons 2.00 
Over 7,000 gallons 2.90 

First 3.000 Qallons 
3.001 to 7,000 gsllM\s 
over 7,000 g&ns 

1' Meter (Residentlel. Industrial & COInme- 
1 - 7,000 gallons 
Over 7.000 gallons 

Fml7.000 gallons 
Over 7.000 gallons 

11R'  Metar (Residential. I@&trial& CommErdd 
I - 15,000 gallons 
Over 15,000 gallons 

First 15,000 gallons 
Over 15,000 gabns 

i - 24,OW gallons 
Over 24.000 gallons 

FM 24.000 gallons 

3" Meler (Residential. lndyatrialg COmI'nerdall 
1 - 48,000 gallons 
Over 48,000 gallons 

nrst 48,000 gallons 
Over 48.000 gallons 

Meter (Residential. Industrial & QmWaU 'a b 

Over 24,000 QallWlS 

WA 
NIA 
NIA 

2.00 
2.90 

NIA 
NIA 

2.00 
2.90 

NIA 
NIA 

2.00 
2.80 

N/A 
NIA 

2.00 
2.80 

NIA 
NIA 

Company 
Proposed . 

t 50.00 
50.00 
83.34 

166.86 
266.66 
533.40 
633.34 

1.666.66 

0.00 

5 3.00 
4.00 
5.80 

NIA 
NIA 
NIA 

4.00 
5.80 

NIA 
NIA 

4.00 
5.80 

NIA 
NIA 

4.00 
5.80 

NIA 
NIA 

4.00 
5.80 

NIA 
NIA 

Scheduk, JMM-I7 
Page 1 of2 

staft 
RecDmmMded 

$ 25.00 
25.00 
41.67 
83.33 

133.33 
266.67 
418.67 
833.33 

0.00 

NIA 
NIA 
NIA 

1.7500 
3.oM)o 
4.1000 

NIA 
NIA 

3.oooo 
4.1000 

NIA 
NIA 

3.oM)o 
4.1000 

NIA 
NIA 

3.mw 
4.1000 

NIA 
N/A 

3.oooO 
4.1000 



Appaloosa Water Company 
Docket Nos. W43443A-11-0040 and 
W43443A-104143 
Test Year Ended December 31,2010 

Rate Design Schedule JMM-17 4 

Page 2 of 2 

4" Meter IResidenfial. Industrial Commercial) 
1 - 75,000 gallons 
Over 75,000 gallons 

First 75,000 gallons 
Ovsr 75,000 gallons 

6" bier  (Residential. Industrial a Commercia!) 
1 - 150,000 gallons 
Over 150,000 g8Rons 

First 150,000 gallons 
Over 150,000 gallons 

2.w 
2.90 

NIA 
NIA 

4.00 
5.80 

WA 
NIA 

NIA 
NIA 

3 . m  
4.1000 

Setvim Charges 

Establishment S 25.00 
Establishment (After Hours) 50.00 
Reconnectmn (Dennquent) 30.00 
Reconnection (Delinquent) after hours 50.00 
Metar Test (If Correct) 15.00 
Deposit 
Deposit Interest Nu 
Re-Establishment (Within 12 Months) 
NSF Check 20 00 
Deferred Payment (Per Annum) 1.5% 
Meter Re-Read (If C O W )  15.00 
Late Fee (Per Month) 1.5% 
Monthly Service Charge for Fire Sprinkler 
After hours service charge NIP 

tn 

Per Commlssion Rules (R14-2403.8) " Months off system limes the monthly minimum (R14-243.0) 
2.00 percant OF monthly minimum charge for a comparable sued meter connection, but 
no less than $10.00 per month. The service charge for fire sprirrxers is only appllCabla 
for sewice h e $  separate and distinct from the primary h e r  service line. 

Senrice Line Charges 
38 x 3N-inch Meter 
34inch Meter 
%inch Meter 
l1Rinch Meter 
2 - m  Turbine Meter 
Z-lnch Compound Meter 
34nch Turbine Meter 
3-ineh Compound Meter 
4-lneh Turbine Meter 
4-inch Compound Meter 
6-inch TuWm Meter 
6-inch Compound Meter 

s 600.00 
700.00 
810.00 

1,075.00 
1,875.00 
2.720.00 
2.715.00 
3,710.00 
4,160.00 
5,315.00 
7,235.00 
9,250.00 

3 . m  1 4.1000 

S 50.00 
1w.w 
60.00 

100.00 
30.00 

" 
40. 00 
1.5% 

30.00 I 
1.5% 

.-I 
NIA 

1,400.00 
1,620.00 
2,150.00 
3,750.00 
5.440.00 
5,430.00 
7,420.00 
8,320.00 

10,630.00 
14,470.00 
16.5W.00 

S 25.00 
NIA 

30.00 
NIA 

15.00 

" 
20.00 
1.5% 

15.00 
1.5% 

50.00 

... 

P I  FJ Installation Recommend 
S 445.00 S 155.00 S 600.00 

445.00 
495.00 
550.00 
830.00 
630.00 

1,045.00 
1,165.00 
1,490.00 
1,670.00 
2,210.00 
2,330.M) 

255.00 
315.00 
525.00 

1,045.00 
1.890.00 
1,670.00 
2,545.00 
2,670.00 
3,645.00 
5,025.00 
6.920.00 

700.00 
810.00 

1,075.00 
1,875.00 
2.720.00 
2,715.00 
3,710.00 
4,150.00 
5,315.00 
7.235.00 
9,250.00 



I .  

Appaloosa Water Company 
Docket No. W-03443A-11-0040 
Test Year Ended December 31,2010 

Schedule JMMl8 

Typical Bill Analysis 
General Service 5-18 x 3/4-lnch Meter 

Present PrOpOted Ddlar Percent 
Company Proposed Gallons Rates Rates Increase lnmase 

Average Usage 8,353 5 41.42 $ 82.85 s 41.42 100.00% 

Median Usage 5,652 34.80 69.61 5 34.80 100.00% 

Staff Recommended 

Average Usage 8.353 s 41.42 S 47.80 s 6.37 15.39% 

Median Usage 5,652 34.80 38.21 0 3.40 9.77% 

Present & Proposed Rates (Wiihout Taxes) 
General Service 518 x 3/4-lnch Meter 

Company S M  
Gallons Present Propared % Recommended % 
Consumption Rates Rates Increase Rates lnuease 

5 25.00 $ 50.00 100.00% s 25.00 0.00% 
1.000 26.50 53.00 100.00% 26.75 0.94% 
2.000 28.00 56.00 100.00% 28.50 1.79% 
3,000 29.50 59.00 100.00% 3025 2.54% 
4,000 31.50 63.00 100.00% 33.25 5.56% 
5,000 33.50 67.00 100.00% 36.25 8.21% 
6,000 35.50 71.00 100.00% 39.25 10.56% 
7,000 37.50 75.00 100.00% 42.25 12.67% 
8,000 40.40 80.80 100.00% 46.35 14.73% 
9,000 43.30 86.60 100.00% 50.45 16.51% 

10,000 46.20 92.40 100.00% 54.55 18.07% 
11,000 49.10 98.20 100.00% 58.65 19.45% 
12,000 52.00 104.00 100.00% 62.75 20.67% 
13,000 54.90 109.80 100.00% 66.85 21.77% 
14,000 57.80 11 5.60 100.00% 70.95 22.75% 
15.000 60.70 121.40 100.00% 75.05 23.64% 
16.000 63.60 1 27.20 100.00% 79.15 24.45% 
17,000 66.50 133.00 100.00% 83.25 25.19% 
18,000 69.40 138.80 100.00% 87.35 25.86% 
19.000 72.30 144.60 100.00% 91.45 26.49% 
20,000 75.20 150.40 100.00% 95.55 27.06% 
25,000 89.70 179.40 100.00% 116.05 29.38% 
30,000 104.20 208.40 100.00% 136.55 31.05% 
35,000 118.70 237.40 100.00% 157.05 32.31% 
40.000 133.20 266.40 100.00% 177.55 33.30% 
45,000 147.70 295.40 100.00% 198.05 34.09% 
50,000 162.20 324.40 100.00% 216.55 34.74% 
75,000 254.70 469.40 100.00% 321.05 36.79% 

100.000 307.20 614.40 100.00% 423.55 37.87% 
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EXECUTIVE SUMMARY 
APPALOOSA WATER COMPANY 

DOCKET NOS. W-03443A-11-0040 AND W-03443A-10-0143 

The Surrebuttal Testimony of Jeffrey M. Michlik addresses the following issues: 

1) Arsenic Treatment Plant; 2) Arsenic Replacement Media; 3) Purchase of Computers 
and Software; 4) Property Taxes; 5) Salary Expense; 6) Elimination of Arsenic Surcharge; 7) 
Personal Loan; 8) Advances in Aid of Construction; and 9) Financing. 

Staff recommends rates that would increase operating revenue by $25,373, or 18.01 
percent, over adjusted test year revenue of $140,888 to produce operating revenue of $166,261 
resulting in operating income of $9,602. Staff recommends a $25,575 original cost rate base and 
fair value rate base. Due to the Company’s small rate base, Staff‘s recommended revenue 
requirement is based on a cash flow analysis. Staff further recommends authorizing the 
Company to obtain a $160,000 Water Infrastructure Financing Authority of Arizona (“WIFA”) 
loan to acquire and install a 50,000-gallon storage tank and two emergency generators. Staff 
further recommends allowing the Company to recover debt service and incremental taxes thereon 
via a surcharge for an amount to be determined by Staff when the Company obtains the WIFA 
loan and upon subsequent Commission authorization of specific surcharge rates. Staff estimates 
$1 1,870 for the required annual surcharge revenues. 
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I. 

Q. 
A. 

Q. 
A. 

11. 

Q. 

A. 

INTRODUCTION 

Please state your name, occupation, and business address. 

My name is Jeffrey M. Michlik. I am a Public Utilities Analyst V employed by the 

Arizona Corporation Commission (“Commission”) in the Utilities Division (“Staff”). My 

business address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Are you the same Jeffrey M. Michlik that filed Direct Testimony in this case? 

Yes, I am. 

SUMMARY OF SURREBUTTAL RECOMMENDATION 

What are Staff’s Surrebuttal revenue and rate base recommendations for Appaloosa 

Water Company (“Appaloosa” or “Company”)? 

Staff recommends rates that would increase operating revenue by $25,373, or 18.01 

percent, over adjusted test year revenue of $140,888 to produce operating revenue of 

$166,261 resulting in operating income of $9,602. Staff recommends a $25,575 original 

cost rate base and fair value rate base. Due to the Company’s small rate base, Staffs 

recommended revenue requirement is based on a cash flow analysis. Staff further 

recommends authorizing the Company to obtain a $160,000 Water Infrastructure Finance 

Authority of Arizona (“WIFA”) loan to acquire and install a 50,000-gallon storage tank 

and two emergency generators. StafT further recommends allowing the Company to 

recover debt service and incremental taxes thereon via a surcharge for an amount to be 

determined by Staff when the Company obtains the WFA loan and upon subsequent 

Commission authorization of specific surcharge rates. Staff estimates $1 1,870 for the 

required annual surcharge revenues. 
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111. 

Arsenic Treatment Plant 

RESPONSES TO INTERVENOR AND COMPANY TESTIMONY 

Q* 

A. 

Q. 
A. 

Q* 
A. 

Have you reviewed the direct testimony of Mr. John E. Blann, Jr. (intervenor and 

residential customer of Appaloosa) fded on March 22, 2012, and the rebuttal 

testimony of Joe Cordovana (president of Appaloosa), filed on March 26,2012? 

Yes. 

Specifically, did you review Mr. Blann’s enclosure 4, page 1 of S? 

Yes. Mr. Blann asserts that, of the company’s claimed $200,521 in expenditures for the 

Arsenic Treatment Facility (“ATF”), only $175,375 of those cost are directly related to the 

ATF. The difference is comprised of $6,996 in pre-construction cost for a new storage 

tank and $1 8,105 in late fee charges. 

Does Staff agree with Mr. Blann’s assessment? 

Yes. Due to the Company’s use of loan funds for other than construction of the ATF, the 

Company is also out of compliance with Decision No. 71236, which states “that 

Appaloosa Water Company is hereby authorized to obtain a 20-year amortizing loan 

through the Water Infiastructure Finance Authority of Arizona for an amount not to 

exceed $200,000, to finance the cost of the arsenic treatment facility as described herein” 

and “that financing authority granted herein is expressly contingent on Appaloosa Water 

Company’s use of the proceeds to finance the arsenic treatment facility as described 

herein.”’ 

~ 

’ Decision No. 71236 (issued Aug. 6,2009, Docket Nos. W-03443A-08-0177 and -0313) at 19:27-20:5. 
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Q. 
A. 

Has Staff revised its schedules based on this information? 

Yes. Staff reduced account no. 320.1 Water Treatment Plant by $6,996, from $155,246 to 

$148,250, as reflected in Surrebuttal Schedule JMM-5. The amounts in account 320.1 

Water Treatment Plant, and account 320.3 Water Treatment Equipment now total 

$175,375 (i.e., $148,250 + $27,125). Staff has also reduced the accumulated depreciation 

associated with the pre-construction costs for the new storage tank, as reflected in 

Surrebuttal Schedule JMM-6. 

Arsenic Replacement Media 

Q. 

A. 

Has Staff provided for the recovery of Arsenic Replacement Media in rates? 

Yes, Staff has included annual depreciation expense of $2 1,700, calculated on total media 

costs of $27,125 ($25,000 for the media and $2,125 for its installation) and depreciated 

over fifteen months, as shown in Surrebuttal Schedule JMM-12, line 15. Since the 

expected usefid life of fifteen months exceeds one year, these arsenic replacement media 

costs are appropriately capitalized instead of expensed according to the National 

Association of Regulatory Utility Commissioners (“NARUC’) Uniform System of 

Accounts (“USOA”). 

Purchase of Computers and Software 

Q. 

A. 

Please explain Stars  treatment of the Company’s computer and software purchase. 

Consistent with generally accepted accounting principles and the NARUC USOA, assets 

with expected lives exceeding one year are capitalized instead of expensed. Staff uses a 

five-year expected life for computers and software. Thus, Staff capitalized the computer 

and s o h a r e  costs and provided recovery of those costs through annual depreciation 

expense. 
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Property Taxes 

Q. Did you explain Staff‘s methodology for calculating property tax expense in your 

direct testimony? 

Yes. 

revenues that Staff recommends in this case on a going-forward basis. 

A. Sta f fs  recommended increase in property tax expense reflects the increase in 

Salary Expense 

Q. Did Staff find the Company’s proposed salary expense unreasonable, as suggested by 

Mr. Blann? 

No. Salary expenses vary among utilities depending upon many variables, which include 

the operational characteristics of the utility and the degree of its reliance on outside 

services. A comparison of this Company’s salary expense to that of other similarly- 

situated utilities shows that the proposed salary expense in this case does not seem 

unreasonable. * 

A. 

Elimination of Arsenic Surcharge 

Q. 

A. 

Mr. Cordovana and Mr. Blann have both discussed the over- or under-collection of 

the WIFA arsenic surcharge. Does the over- or under-collection status of the arsenic 

surcharge remain relevant? 

No. The Commission did not establish a true-up feature in conjunction with the arsenic 

surcharge. A true-up is appropriate when significant unknowns pertaining to the costs 

andor surcharge revenues cause the expectation of a large over- or under-recovery. The 

purpose of the arsenic surcharge was to provide the Company with a financial bridge from 

the prior rate case through this rate case by providing additional cash flows. The 

~~ ~ 

‘ Livco Water Company, Docket No. W-0212A-11-02 13, salary expense of $67,000; Cedar Grove Water, Inc., 
Docket No. W-20541A-11-0199, salary expense of $91,455; Baca Float Water Company, Inc., Docket No. WS- 
01678A-10-0504, salary expense of $94,000. 
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surcharge performed this h c t i o n  effectively. Once the plant constructed with the loan is 

included in rate base, as it is in this case, and the Company is recovering the cost of that 

plant, the surcharge is no longer appropriate. Staff is not aware of any instance in which a 

surcharge to cover debt service on a loan was continued once the plant financed by the 

loan has been included in rate base. 

discontinued. 

Accordingly, the arsenic surcharge should be 

Personal Loan 

Q* 

A. 

Q* 

A. 

Does Staff have any comment on Mr. Blann’s assertion that the personal loan 

agreement Mr. Cordovana entered into with the Company violates the Internal 

Revenue Code (“IRC”), Chapter 80, General Rules Paragraph 7872, because the 

repayment of the loan does not include interest? 

Yes. Staff notes that any interest income the Company e m  on the loan issued to Mr. 

Cordovana is not a component of operating income, and it does not affect the revenue 

requirement. In other words, whether Mr. Cordovana is in violation of the IRC is a matter 

between the Internal Revenue Service and Mr. Cordovana; it is not a ratemaking issue. 

Please comment on Mr. Blann’s allegation that Mr. Cordovana has not made the 

yearly $300 payments on the personal loan between the Company and himself as 

required by the loan terms. 

Staff notes that the Company’s general ledger shows the loan receivable amount at 

$141,187, the original loan amount, an indication that the yearly payment has not been 

paid. Decision No. 71236 (at page 16) required the Company to obtain board approval of 

the loan, substantiate the loan with a written note and establish a repayment schedule. The 

Appaloosa board of directors approved the loan on September 1,2009, and the Company 

docketed a copy of the note on September 9, 2009. The loan provides for annual $300 
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payments beginning January 1,2010, and each January 1 thereafter for 30 years, with the 

$132,186 balance due at the end of the 30-year term. The Company should take 

appropriate action to collect the delinquent payments fiom Mr. Cordovana to preserve the 

Company’s assets. However, Staff notes that collection of the loan repayments would not 

necessarily result in additional funds available for utility operations. For example, with 

approval of the board of directors, the Company could distribute the amount of the loan 

repayments as dividends to shareholders, including Mr. Cordovana, with essentially the 

same cash flow result as if Mr. Cordovana had not made the loan payment. The Company 

has not recorded any such transactions and the Company should accurately record any 

transactions that occur. 

Q. 
A. 

Did Staff also note any other loans when examining the general ledger? 

Yes. StafTnoted that there is a $648 loan receivable 

fiom Artesian Holdings, LLC3. Staff recommends requiring the Company to obtain 

Commission approval before making cash advances or loans to any parties. Issuing loans 

reduces the internally-generated cash available for operating expenses, capital 

improvements and debt service. The Company should not be collecting surcharge revenue 

that would not have been necessary had the Company retained loaned funds. The 

Company is in the water utility business, not the lending business. Thus, Mr. Blann 

correctly notes that, if Mr. Cordovana had not withdrawn money from the Company, those 

amounts would be available for capital improvements. While distributing a portion of 

earnings as dividends is a normal practice, it is inappropriate for the Company to issue 

loans and make other non-utility uses of funds when a rate basehate of return revenue 

requirement does not provide sufficient cash flow to service its debt or its capital structure 

is heavily debt-leveraged as is the circumstance in this case. 

Joe Cordovana is also a memberlmanager of Artesian Holdings, LLC. 
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Advances in Aid of Construction (“AIAC”) 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Q* 
A. 

Please comment on Mr. Blann’s statement that there are outstanding AIAC refunds 

due to customers. 

Staff agrees with Mr. Blann that Mr. Cordovana should make the necessary AIAC 

refunds. 

What MAC amount did Staff use? 

Staff used the amount of $570,327 that was approved in the prior rate case, and included 

in the Company’s 2010 m u a l  report and the Company’s rate application. 

Did Staff, through a data request, ask the Company if it refunded any AIAC during 

the test year? 

Yes. The Company responded that it did not understand Staff‘s question. However, the 

Company stated that no AIAC had been converted to CIAC. In a follow-up discussion 

with GayLynn Brightday, the Company’s accountant, Staff determined that the actual 

AIAC balance is $535,553, not $570,327, and that the Company refunds approximately 

$7,000 in AIAC per year. 

Has Staff corrected its schedules to reflect this new information? 

Yes. Please see Staff Surrebuttal Schedule JMM-7 and JMM-15. 

Financing 

Q. 

A. 

Does Staff have a correction to its financing recommendations? 

Yes. Staffs direct testimony recommended authorization to incur an 18- to 22- year 

amortizing loan in an amount not to exceed $60,000 at an interest rate not to exceed that 

which is available from WIFA for the purpose of acquiring an emergency generator with 
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sufficient capacity to run the Company’s high-yield well. Staff recommended denial of 

the remainder of the Company’s $855,193 request for authorization to borrow funds. For 

clarification, S m s  recommendation is for two generators, not a single generator. 

Q. 

A. 

Did Staff update its financial analysis of the proposed financing to recognize its 

Surrebuttal position? 

Yes. StafYs financial analysis is shown in Surrebuttal Schedules JMM-15 and JMM-16. 

Surrebuttal Schedule JMM-16, Column [A], presents pro forma financial information 

reflecting Staffs audit results and recommended rates with existing loans. Surrebuttal 

Schedule JMM-16, Column [B], presents pro forma financial information that modifies 

Column [A] to reflect issuance of a $160,000, 20-year amortizing loan at 3.675 percent 

per annum and $1 1,870 in surcharge revenues. Surrebuttal Schedule JMM-16 also shows 

the debt service coverage ratio (“DSC”). 

DSC represents the number of times internally generated cash (Le., earnings before 

interest, income tax, depreciation and amortization expenses) covers required principle 

and interest payments on short-term and long-term debt. A DSC greater than 1.0 means 

operating cash flow is sufficient to cover debt obligations. 

Schedule JMM-16, Column [B] shows that a pro forma 2.30 DSC results from Staffs 

recommended revenue requirement, including surcharge revenue, and a fully drawn 

$160,000 20-year amortizing loan at 3.675 percent annual interest. The pro forma DSC 

shows that the Company will have adequate cash flows to meet all obligations including 

the anticipated new debt. 
I 
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Surrebuttal Schedule JMM-15 presents cash flow analyses with and without the $160,000 

loan. The cash flow analysis reflecting issuance of a $160,000 loan shows that Staffs 

recommended revenues would provide positive, uncommitted cash flow available for 

contingencies of $17,924. 

Accordingly, Staff concludes that issuance of debt financing not to exceed $160,000 in the 

form of an amortizing loan of approximately 20 years for a 50,000-gallon storage tank and 

two emergency generatoh is within the Company’s corporate powers, is compatible with 

the public interest, will not impair its ability to provide services and is consistent with 

sound financial practices provided the rates authorized in this proceeding provide a 1.25 or 

greater DSC.4 The remainder of the Company’s request for borrowing authorization 

should be denied. 

Q- 
A. 

What is Staff’s revised recommendation? 

Staff recommends authorization to incur an 18- to 22-year amortizing loan in an amount 

not to exceed $160,000 at an interest rate not to exceed that which is available fkom WIFA 

for the purpose of acquiring a 50,000-gallon storage tank and two emergency generators 

with sufficient capacity to run the ~ornpany~s two wells to meet fire-flow requirements.’ 

Staff recommends denial of the remainder of the Company’s request for authorization to 

borrow h d s .  

Staff generally considers 1.25 as the minimum DSC for a WIFA loan due to debt service reserve fhding 
requirements. ’ Staff originally calculated its fire-flow requirement based on a standard ADEQ fire-flow measure of 500 gallons 
per minute for two hours. The Chino Valley Fire District fire-flow requirement is 1000 gallons per minute for two 
hours with a 20 PSI residual. To accommodate the Chino Valley Fire District fre-flow requirement, Staff has 
changed its recommendation to include an additional 50,000 gallon storage tank to meet the fre-flow requirement. 
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Q. 
A. 

Q- 

A. 

Q* 
A. 

Does Staff now recommend’an infrastructure surcharge to fund the WIFA loan? 

Yes. Staff did not recornend an infrastructure surcharge to fund the emergency 

generators in its direct testimony; however, with the additional $100,000 loan amount for 

the storage tank and in recognition of AIAC refunding and tax obligations recognized in 

Surrebuttal, Staff concludes that an infrastructure surcharge is needed to provide adequate 

cash flow for contingencies. Just as the arsenic surcharge should be eliminated in this 

case, any infrastructure surcharge established in this case should be eliminated in a future 

rate case as the plant improvements are recognized in rate base. 

Does Staff recommend that the WIFA infrastructure surcharge include a component 

for the debt service reserve fund? 

No. Staffs recommended surcharge includes principal, interest on the WIFA loan and 

incremental income and property taxes due to the surcharge revenue. Staffs cash flow 

analysis shows that, with Staffs recommended surcharge, the Company would generate 

sufficient cash flow to meet all obligations including the WIFA debt service reserve fund. 

(See Surrebuttal Schedule JMM-15). Accordingly, Staff does not recommend including a 

provision for the debt service reserve fund in the surcharge. 

How does the infrastructure surcharge work? 

The surcharge mechanism establishes the methodology for calculating the surcharge 

amounts to be applied to the rates established in this rate application. Once the Company 

has closed on the WIFA loan, it would submit an application in this Docket requesting 

implementation of the infrastructure surcharge. Staff would then calculate the appropriate 

surcharge, and prepare and file a recommended order for Commission consideration. 
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Q. 

A. 

Does Staff have any additional recommendations regarding the infrastructure 

surcharge? 

Yes. Staff recommends the following: 

1. That the Company file as a compliance item in this Docket, within 30 days of the 

execution of any financing transaction authorization herein, a notice coniirming that 

such execution has occurred and a certification by an authorized Company 

representative that the terms of the financing fully comply with the authorizations 

granted. 

2. That the Company provide to Staff, a copy of any WIFA loan documents executed 

pursuant to the authorizations granted herein, within 30 days of the execution of the 

loan, and file a letter in Docket Control that the WIFA documents have been provided 

to staff-. 

3. That upon filing of the loan closing notice and the provision of the loan documents to 

SMf, the Company may file in this Docket an application requesting implementation of 

the associated surcharge. 

4. That within 60 days of the filing of a surcharge implementation request, Staff shall 

calculate the appropriate WIFA surcharge and prepare and file a recommended order 

for Commission consideration. The surcharge should be calculated based on the actual 

loan debt service (interest and principal) payments and using the current customer 

count at the time of the loan closing. 
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5. As a compliance item in this Docket, that the Company establish a separate interest- 

bearing account, and in the month following authorization of the infrastructure 

surcharge, deposit each month into the account an amount equal to the debt service 

(principal and interest) on the new WIFA 10an.~ Monies from this account shall be 

used solely to repay WIFA. 

Q. 

A. 

Q* . 

A. 

6 .  That the Company file a report on January 30* each year as long as it has a WlFA loan, 

showing the monthly bank statements for the interest bearing account and the monthly 

WIFA billing statements, along with the cancelled checks or electric fund transfers 

from the Company showing that the monthly WIFA loan payments from the previous 

twelve months have been paid. 

Has Staff presented an estimate of the infrastructure surcharge impact per customer 

based on a $160,000,20 year, 3.675 percent interest WIFA loan? 

Yes. Surrebuttal Schedule JMM-17 shows estimate of the monthly surcharge for all meter 

sizes. The surcharge estimate for 5/8 x 3/4-inch meter is $2.47 per month. 

Has Staff also calculated the approximate combined impact of Staffs recommend d 

increase in base rates and the infrastructure surcharge on the average and median 

usage 5/8 x 3/4-inch meter customers’ monthly bills? 

Yes. Please see Surrebuttal Schedule JMM-20. 

As Staff noted in it its Direct Testimony (Michlik at 4:6-15), the Company did not follow the order in Decision 
No.71236 that required all surcharge revenues to be deposited into a separate interest-bearing account. The Company 
is hereby put on notice that Staff may pursue appropriate sanctions if the Company does not follow Commission 
orders. 
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Q. 

A. 

Q. 

A. 

t Q* 
A. 

Other than as specifically modified and described in Staff's Surrebuttal, does Staff 

continue to advocate the recommendations made in its direct testimony related to the 

financing? 

Yes. For example, Staff recommends that the Commission authorize Appaloosa to pledge 

its assets in the State of Arizona pursuant to A.R.S. 0 40-285 and R18-35-104 in 

connection with the WIFA loan. 

Does your silence on any of the issues, matters or  findings addressed in the testimony 

of any of the witnesses for the Company constitute your acceptance of their positions 

on such issues, matters or findings? 

No. Staff limited its discussion to the specific issues outlined above. Staff's lack of 

response to any issue in this proceeding should not be construed as agreement with the 

Company's position in its rebuttal testimony; rather, where there is no response Staff 

relies on its original Direct Testimony. 

Does this conclude your Surrebuttal Testimony? 

Yes, it does. 
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Surrebuttal Schedule JMM-1 

I REVENUE REQUIREMENT 

(A) 
COMPANY 

FA1 R 
VALUE 

(B) 
STAFF 
FAIR 

VALUE 
LINE 
- NO. DESCRIPTION 

N/M = Not Meaningful 

References: 
Column (A): Company Schedule A-1 
Column (6): Staff Schedules JMM-3 and JMM-8 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Proposed/Recommended Operating Income 

Operating Income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

$ (52,705) $ 25,575 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

$ (37,979) $ (1 0,212) 

N/M NIM 

N/M NIM 

$ 9,602 N/M 

N/M $ 19,814 

1 .oooo 1.2806 

$ 140,888 $ 25,373 

$ 140,888 $ 140,888 

$ 281,776 $ 166,261 

100.00% 18.01 % 
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GROSS REVENUE CONVERSION FACTOR 

8urmbutt.l Schedule JMM-2 

LINE 
!sL 

I 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

DESCRIPTION 

Calculation of Gross Revenue Conversion Factor 
Revenue 100.0000% 
Uncoliecible Factor (Line 11) 0.0000% 
Revenues (L1 - L2) 100.0000% 
Combined Federal and State Income Tax and Property Tax Rate (Line 23) 21.9098% 
Subtotal (L3 - L4) 78.0901% 
Revenue Conversion Factor (L1 I L5) 1.280572 

Calculation of Uncollecttible Factor 
Unlly 
Combined Federal and State Tax Rate (Line 23) 
One Minus Combined Income Tax Rate (L7 - L8 ) 
Uncollectible Rate 
Uncollectible Factor (L9 LIO ) 

Calculation of Effective Tax Rate: 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (L12 - L13) 
Applicable Federal Income Tax Rate (Line 55) 
Effective Federal Income Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of €/ective Pmrrettv Tax Factor 
Unity 
Combined Federal and State Income Tax Rate ILl71 

100.0000% 
20.8228% 
79.0772% 
0.0000% 
0.0000% 

100.0000% 
6.9680% 

93.0320% 
15.0000% 
13.9548% 

20.9228% 

100.0000% 
20.9228% 

One Minus Combined Income l a x  Rate (Lie-Ll9) ‘ 

Property Tax Factor (JMM-13, L27) 
Effective Property Tax Factor (L20*L21) 

79.0772% 
I .2403% 

0. g871% 
Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 21.9099% 

Required Operating Income (Schedule JMM-1, Line 5) 
Adjustedlest Year Operating income (Loss) 
Required Increase in Operating Income (L24 - L25) 

$ 9,602 
(10.212L 

$ 19.814 

Income Taxes on Recommended Revenue (Col. [E], L52) $ 2,541 
Income Taxes on Test Year Revenue (Coi. [B], L52) 
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

(2,702) 
5,243 

Recommended Revenue Requirement (Schedule JMM-1, Line 10) 
Uncollectible Rate (Line 10) 
Uncolllectible Expense on Recommended Revenue (L30’L31) 

$ 166,261 

$ 
0.0000% 

Adjusted Test Year Uncollectible Expense 8 
Required Increase in Revenue to Provide for Uncollectible Exp. (132-L33) 

Property Tax with Recommended Revenue (JMM-13, Col B, L31) 
Property l a x  on Test Year Revenue (JMM-13, Col A, L17) 
Increase in Properly Tax Due to Increase in Revenue (L35-L38) 
Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

$ 3,831 
3.514 

317 

Calculation of Income Tax: 
Revenue (Schedule JMM-8, Col. tC1, Line 6 8 Sch. JMM-I, Col. ID] Line IO) . .  
Operating Expenses Excluding ln&me Taxes 
Interest(L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) Q 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) Q 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) Q 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) Q 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$10.000,000) Q 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

Test Staff Pro Forma 
Year Recornmended WlProposed Loans 

$ 140,888 $ 25,373 $ 168,261 $ 178,132 
$ 153,802 $ 154,119 $ 154,267 

5 788 
$ 12.143 $ 18.077 

63680% 6.9680% 6.9880% 
$ (900) $ 846 $ 1,260 
$ ( I  2,014) $ 11,297 8 16,818 
$ (1,802) 8 1,695 $ 1,695 
$ 8 - $  
$ $ - $  
$ $ - $  
$ $ - $  
$ (1,802) (6 1,695 $ 1,695 

9 r  2,702) _ $ ,  2 954 

Applicable Federal Income Tax Rate [Col. [E], L51 - Coi. [B]$ L511 l [Col. [E], L45 - Cot. [B]. L45) 15.0000% 



Appaloosa Water Company 
Docket Nos. W93443A-11-0040 and W-03443A-10-0143 
Test Year ended December 31,2010 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

Surrebuttal Schedule JMM-3 

(A) (B) (C) 
COMPANY STAFF 

AS STAFF Adj . AS 
FILED ADJUSTMENTS No. ADJUSTED 

$ 1,459,170 47,350 1 $ 1,506,520 
231,234 16,625 2 247,859 

$ 1,227,936 $ 30,725 $ 1,258,661 

LESS: 

4 Contributions in Aid of Construction (CIAC) $ 759,327 $ $ 759,327 
5 Less: Accumulated Amortization 
6 Net CIAC 

7 

8 Customer Deposits 

9 Deferred Income Tax Credits 

Advances in Aid of Construction (AIAC) 

9 Working Capital Allowance 

10 Deferred Regulatory Assets 

11 Original Cost Rate Base 

49,004 - $ 49,004 
710,323 - $ 710,323 

570,318 

- 
(34,765) 535,553 

12,791 3 12,791 

- 

$ (52,705) $ 78,280 $ 25,575 

References: 
Column [A]: Company as Filed 
Column [B]: Schedule JMM-4 
Column (C): Column (A) + Column (B) 
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Appaloosa Water Company 
Docket Nos. W-03443A-11-0040 and W-03443A-10-0143 
Test Year ended December 31,2010 

Surrebuttal Schedule JMM-6 

RATE BASE ADJUSTMENT NO. I - PLANT PRO-FORMA AND RECLASSIFICATION OF PLANT 

[A] [ B] [C] 
COMPANY STAFF STAFF LINE ACCT 

NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 339 Other Plant and Miscellaneous Equipment $ 128,025 $ (128,025) $ 
2 320.1 Water Treatment Plant 
3 320.3 Water Treatment Equipment 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

148,250 148,250 
27,125 27,125 

$ 128,025 $ 47,350 175,375 



Appaloosa Water Company 
Docket Nos. W-03443A-11-0040 and W-03443A-10-0143 
Test Year ended December 31,2010 

Surrebuttal Schedule JMM-6 

LINE 

RATE BASE ADJUSTMENT NO. 2 -ACCUMULATED DEPRECIATION 

COMPANY STAFF STAFF 
1 NO.  DESCRIPTION 1 ASFILED I ADJUSTMENTS I AS ADJUSTED 

1 Accumulated Deprecation $ 231,234 $ 16,625 $ 247,859 

References: 
Column [A]: Company Application 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [SI 



Appaloosa Water Company 
Docket Nos. W93443A-11-0040 and W-03443A-109143 
Test Year ended December 31,2010 

LINE COMPANY STAFF 

Surrebuttal Schedule JMM-7 

STAFF 

RATE BASE ADJUSTMENT NO. 3 -ADJUSTMENTS TO ADVANCES IN AID OF CONSTRUCTION AND CASH WORKING CAPITAL 

NO. DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED 

2 
3 Advances in aid of construction 

S P  
1/24th Purchased Power 
1/8th Operation & Maintenance Expense 
Total Cash Working Capital 

$ 570,318 t 34,785 $ 535,553 

s 491 
12.299 

$ 12,791 

References: 
Column [A]: Company Application 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



Appaloosa Water Company 
Docket Nos. W-03443A-114OM and W-03443A-104143 
Test Ysarended Decomber31, 2010 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND STAFF RECOMMENDED 

LINE 

1 
2 
3 
4 
5 
6 
7 
6 
D 
I O  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

pESCRIPTIOF( 

RFVENUES; 
Metend Water Sales 
Forlsited Oirmunlr 
Olher Water Revenuss 
lntsntlonally Len Elank 
Total Operating Revenues 

NS s: 
Salaries and Wages 
Salaries and Wages - ORicsrs and Stockholders 
Employee Pensions and Bonefils 
Purchased Power 
Chemicals 
Repairs end Mainlenancs 
Office Supplies and Expenses 
Outside Services 
Water Tosting 
Outsida Sarviesn -Other 
Rents1 of Eullding/Real Property 
Tranrportation Expsnres 
lnsurenca 
Rate Case Expense 
End OeM Expwaa 
Miscellaneous Expense 
Depreciation Expense 
Amottizaliin of ClAC 
Tams Otherthan Income 
Property Taxes 
Income Taxes 
Defemed IncOme Taxes 
Intentionally Left Ehnk 
Intentionally Len Blank 
Intantiinally Left Blank 
Total Operating Expensea 
Opentlnp Income (Losa) 

IC1 
STAFF COMPANY 

ADJUSTED STAFF TESTYEAR 
TESTYEAR TESTYEAR As 

ADJUSTMEN= ghl USTEQ 

w [El 

$ 133.060 S - S 133,060 

7.828 7.828 

I 140.888 S - 0 140,888 

S 50,769 

11,788 

8,139 
2.956 
7.363 
9.M9 

6 . W  

7.374 

\ -  

10,828 
53.318 

5.558 
5-724 

t 

4,200 
V.239) 

(1.04) 
(18.771) 

(2.210) 
(2.702) 

s 178,868 $ 27,768L 
5 3 7 . 9 7 9 )  S 27,768 

S 50,769 

1 1.788 

6.139 
2.956 

11.563 
1,810 

6.000 

7.374 

9.784 
34.547 

5.558 
3,514 

(2.702) 

S 151,100 
)0,212) 

Surnbutt.1 Schedule JMMd 

[Dl [9 IF1 PI 

STAFF PROPOSED PRO FORMA 
PROPOSED STAFF LOAN WITH 
CHANGEQ &E COMMENDED SURCHARGS p- 

S 25.373 $ 158.433 S 11,870 t 170.304 

7.828 7.828 

$ 25.373 $ 166,261 5 11.870 5 178.1 32 

t - s  50.769 

11.788 

8.138 
2.956 

11.583 
1,810 

6.000 

7.374 

gS784 
34,547 

5,558 
317 3.831 

5,243 2.541 

S 6,559 $ 156,659 
-19.81) B 601 

$ 50,769 

1 1,788 

8.139 
2,956 

1 1,563 
1,810 

6.000 

7,374 

9,784 
34.547 

5.568 
148 3.979 
414 2,9Y 

157,221 
20,911 

pefonncer; 
Column (A): Company Schedule C-1 
Column (E): Schedule JMM-9 
Column (C): Column (A) + Cdumn (E) 
Column (D): Schsduler JMM-I3 and JMM-14 
Column (E): C o h n  (C) f Column (0) 
Column (0: Schedule JMM-13. JMM-14. AND JMM-I6 
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Appaloosa Water Company 
Docket Nos. W-03443A-I 1-0040 and W-03443A-I 0-0143 
Test Year ended December 31,2010 

Surrebuttal Schedule JMM-10 

OPERATING INCOME ADJUSTMENT NO. I -WATER TESTING EXPENSE 

2 Outside Service 
3 Total 

7,363 4,200 11,563 
$ 16,412 $ (3,039) $ 13,373 

References: 
Column (A), Company Schedule C-I 
Column (B): Testimony JMM 
Column (C): Column (A) + Column (B) 



Appaloosa Water Company 
Docket Nos. W-03443A-11-0040 and W-03443A-10-0143 
Test Year ended December 31,2010 

LINE ACCT STAFF 
NO. NO. DESCRIPTION ADJUSTMENTS 

Surrebuttal Schedule JMM-11 

STAFF 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - MISCELLANEOUS EXPENSE 

Staffs disallowed items 
Homeward Bound Donation 
Meals and Entertainment 

References: 
Column (A), Company Schedule C-1 
Column (B): Testimony JMM 
Column (C): Column (A) + Column (B) 

$ 500 
544 

$ 1,044 



Appaloosa Water Company 
Docket Nos. W43443A-I 19040 and W43443A-10-0143 
Test Year ended December 31,2010 

LINE 
NO. 

Surrebuttal Schedule JMM-1 

PLANT In NonDepreclable DEPRECIABLE DEPRECIATIO 
ACCT SERVICE or Fully Depmciated PLANT DEPRECIATION EXPENSE 
NO. DESCRIPTION Per Staff PLANT 

32 348 Other Tangible Plant 
33 Total Plant 
34 

(COI A - COI 6) RATE (Col C x Col C 

$ 12,889 $ - $ 12,889 10.00% $ 1,28€ 
$ 1,506,520 $ - $ 1,506,520 $ 69,654 

35 Composite Depreciation Rate (Depr Exp I Depreciable Plant): 4.62% 
36 CIAC: $ 759,327 
37 Amortization of CIAC (Line 32 x Line 33): $ 35.108 
38 
39 
40 
41 
42 
43 

Depreciation Expense Before Amortization of CIAC: $ 69,654 
Less Amortization of CIAC: $ 35,108 

Test Year Depreciation Expense - Staff $ 34,547 
Depreciation Expense - Company: 8 53,318 

Staffs Total Adjustment: $ (18,771) 

References: 
Column [A]: Schedule JMM-4 
Column [B]: From Column [A] 
Column [C]: Column [A] - Column [E] 
Column ID]: Engineering Staff Report 
Column [El: Column [C] x Column [Dl 
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Appaloosa Water Company 
Docket Nos. W-OWA-11-0040 and W-03443A-10-0143 
Test Year ended December 31,2010 

STAFF 

Surrebuttal Schedule JMM-13 

NO. 

OPERATING INCOME ADJUSTMENT NO. 4 -PROPERTY TAX EXPENSE 

Property Tax Calculation 

1 Staff Adjusted Test Year Revenues 
2 Weight Factor 
3 Subtotal (Line 1 * Line 2) 
4 Staff Recommended Revenue, Per Schedule JMM-I 
5 Subtotal (Llne 4 + Line 5) 
6 Number of Years 
7 Three Year Average (Line 5 / Line 6) 
8 Department of Revenue Mutilplier 
9 Revenue Base Value (Line 7 Llne 8) 
10 Plus: 10% of CWlP - 
11 Less: Net Book Value of Licensed Vehicles 
12 Full Cash Value (Line 9 +Line 10 - Line 11) 
13 Assessment Ratio 
14 Assessment Value (Line 12 * Line 13) 
15 Composite Property Tax Rate (Per Company Schedule) 
16 
17 Staff Test Year Adjusted Property Tax (Line 14 * Line 15) 
18 Company Proposed Property Tax 
19 
20 Staff Test Year Adjustment (Line 17-Line 18) 
21 Property Tax - Staff Recommended Revenue (Line 14 * Line 'l5) 
22 Staff Test Year Adjusfed Property Tax Expense (Llne 'l7) 
23 Increase In Property Tax Expense Due to Increase in Revenue Requirement 
24 
25 Increase to Property Tax Expense 
26 Increase in Revenue Requirement 
27 Increase to Properly Tax per Dollar Increase in Revenue (LineIS/Line 20) 

16 140.888 
2 

281.776 
140,888 
422,664 

3 
140,888 

2 
281,776 

94,101 
187,675 

20.5% 
38,473 

9.1336% 

$ 3,514 
5,724 

8 140.888 
L 

$ 281,776 
$ 166.261 

448,037 
3 

$ 149,346 
2 

(5 298,692 

$ 94,101 
$ 204,591 

$ 41,941 

$ 

20.5% 

9.1336% 

_$ 2 210 
$ 3,831 
$ 3.514 

$ 317 
25,373 

1.2463% 

$ 140,888 
2 

$ 281,776 
s 178,132 

459,908 
3 

$ 153,303 
2 

$ 306,605 

$ 94,101 
$ 212,504 

20.5% 
$ 43,563 

9.1338% 

$ 3,978 
$ 3,831 
$ 148 



Appaloosa Water Company 
Docket Nos. W93443A-I14040 and W43443A-104143 
Test Year ended December 31,2010 

OPERATING INCOME ADJUSTMENT NO. 6 -TEST YEAR INCOME TAXES 

Surrebuttal Schedule JMM-I4 

DESCRIPTION 
1 Income Tax Expense 

-- .... . -.. STAFF STAFF 1 PROPOSED I ADJUSTMENTS RECOMMENDED 

pfeerences: 
Column (A), Company Schedule C-1 
Column (8): Column (C] - Column [A] 
Column (C): Schedule JMM-2 



Appaloosa Water Company 
Docket Nos. W-03443A-I 1-0040 and W-03443A40~0143 
Test Year ended December 31,2010 

Surrebuttal Schedule JMM-15 

Staff Recommended 
W/O Proposed Loan 

Fro Forma 
With Proposed Loan Line 

- No. 
1 Cash Inflows 

Revene - Base Rates 
Revenue - Surcharge for Principle, Interest and Taxes 
Total Revenue 

$ 166,261 2 
3 
4 

$ 166,261 

$ 166,261 
$ 11,870 
$ 178,132 

Cash Outflows 
Salaries and Wages 
Salaries and Wages - Officers and Stockholders 
Employee Pensions and Benefits 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expenses 
Outside Services 
Water Testing 
Outside Services - Other 
Rental of Building/Real Property 
Transportation Expenses 
Insurance 
Rate Case Expense 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Amortization of ClAC 
Taxes Other than income 
Property Taxes 
Income Taxes 
Deferred Income Taxes 
Total Expenses 

$ 50,769 
$ 
$ 
$ 11,788 
$ 
$ 8,139 
$ 2,956 
$ 11,563 
$ 1,810 
$ 
$ 6,000 
$ 
$ 7,374 
$ 
$ 
$ 9,784 
$ 34,547 
$ 
$ 5,558 
$ 3,831 
$ 2,541 

$ 50,769 
$ 
$ 
$ 11,788 
$ 
$ 8,139 
$ 2,956 
$ 1 1,563 
$ 1,810 
$ 
$ 6,000 
$ 
$ 7,374 
$ 
$ 
$ 9,784 
$ 34,547 
$ 
$ 5,558 
$ 3,979 
$ 2,954 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

$ 
$ 157,221 

$ 
$ 156,659 

$ 9,602 $ 20,911 28 Operating Income 

$ 34,547 
$ 7,235 

$ 34,547 
$ 13,022 

29 
30 
31 
32 

Plus Depreciation Expense 
Less: WlFA Loan Payment interest 
Less: WlFA Loan Payment Principle 
Cash Flow from Operations before WlFA Resewe 

$ 12,422 
$ 30,013 

$ 6,901 
$ 30,013 

$ 7,000 $ 7,000 33 Provision for AiAC refund 

34 
35 

WlFA Reserve (20% of Principal and Interest) 
Cash Flow from Operations after WlFA Resewe 

$ 2,827 $ 5,089 
$ 20,186 : $  17,924 



Appaloosa Water Company 
Docket Nos. W-03443A-11-0040 and W-03443A-10-0143 
Test Year ended December 31,2010 

Surrebuttal Schedule JMM-16 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Operating Income 
Depreciation & Amort. 
Income Tax Expense 

Interest Expense 
Repayment of Principal 

DSC 
[1+2+31+ [5+6] 

Staff Recommended 
W/O Proposed Loan 

$ 9.602 
$ 34,547 
$ 2,541 

$ 7,235 
$ 6,901 

Pro Forma 
With Proposed Loan 

$ 20.91 1 

$ 2,954 
8 34,547 

8 13,022 
$ 12,422 

3.30 2.30 

'Column [A] is based on Staffs recommended income and includes the effects of the existing $200,000 WlFA loan. 

'Column [B] is Column [A] modified to reflect issuance of a $160,000, 20-year amortizing loan at 3.675 percent per annum 
and $1 1,870 of surcharge revenue. 



Appaloosa Water Company 
Docket No, W-03443A-08-0177; W-0344349-08-0313 
Test Year ended December 31,2010 

Surrebuttal Schedule JMM-17 

. 1  

CALCULATION OF INFRASTRUCTURE SURCHARGE AMOUNT 

Surcharge Inclusive of AWWA Meter Multiplier 

Loan Amount $ 160,000 

Principal & Interest - 20-year WlFA Loan and a 3.675% Interest Rate. 
Incremental Income and Property Taxes on Surcharge 
Total Yearly Surcharge 

Total Equlvalent Annual Bills 

518"x 314" Meter Surcharge Amount 

314" Meter Surcharge Amount 

1" Meter Surcharge Amount 

1 112" Meter Surcharge Amount 

2" Meter Surcharge Amount 

3." Meter Surcharge Amount 

4" Meter Surcharge Amount 

6" Meter Surcharge Amount 

Meter 
Size 
518" x 314" Meter 
314" Meter 
1" Meter 
1 112" Meter 
2" Meter 
3 Meter 
4" Meter 
6 Meter 

TOTAL 

($1 1,870 14,800) 

($1 1,870 14,800) * 1.5 

($1 1,870 / 4,800) 2.5 

($1 1,870 14,800) " 5 

($11,87014,800) 8 

($1 1,870 14,800) * 16 

($1 1,870 14,800) 25 

($1 1,870 / 4,800) * 50 

d 11.309 s 562 
t i I ,870 

4,800 

2.47 

3.71 

6.16 

12.36 

19.78 

39.57 

61 .a2 

123.65 

Number of Meter Equlvalent Equivalent Monthly Yearly Total 
Customers l Multiplier Customers No. of Bills Surcharge Surcharge Amount 

1 - $ 2.47 $ 29.68 $ 
185 1.5 278 3,330 3.71 $ 44.51 $ 8,235 
49 2.5 123 1,470 6.18 $ 74.19 $ 3,635 

5 12.36 $ 148.38 $ 
8 19.78 $ 237.41 $ 

16 39.57 $ 474.81 5 
25 61.82 $ 741.90 $ 
50 123.65 $ 1,483.79 $ 

234 400 4,800 $ 11,870 

' As of Test Year. 



Appaloosa Water Company 
Docket Nos. W-03443A-11-0040 and 
WO3443A-10-0143 
Test Year Ended December 31.2010 

Rate Design 

Monthly Usage Charge Present 

518" x 314" Meter 
34'' Meter 
1" Meter 
1%" Meter 
2" Meter 
3" Meter 
4" Meter 
6' Meter 

5 25.00 
25.00 
41.67 
83.33 

133.33 
268.87 
416.67 
833.33 

Gallons included In Minimum 0.00 

Commodity Charge (Per 1 ,WO Gallons) 

516" x 34" Meter and 314" Meter (Residential. Industrial & Commercial) 
1 - 3.000 gallons s 1.50 
3,001 - 7,000 gallons 2.00 
Over 7,000 gallons 2.90 

First 3,000 gallons 
3,001 to 7.000 ganons 
Over7,WO gallons 

1" Meter (Residential. Industrial 8 Commeraall 
1 - 7,000 gallons 
Over 7.000 gallons 

First 7,000 gallons 
Over 7.000 gallons 

1 112" Meter IResidential. industnal8 CommerdaQ 
1 - 15,000 gallons 
Over 15,000 gaUons 

First 15,000 gallons 
Over 15,000 gallons 

a'. Meter (Residential. Industrial & Commercial) 
1 - 24,000 gallons 
Over 24,000 galions 

First 24,000 gallons 
Over 24,000 gallons 

3" Meter IResidential. Industrial 8 Commercial) 
1 - 48,000 gallons 
Over 48,OW gallons 

First 48,000 gallons 
Over 48,000 gallons 

NIA 
NIA 
NIA 

2.00 
2.90 

WA 
WA 

2.00 
2.90 

WA 
NIA 

2.00 
2.90 

NIA 
NIA 

2.00 
2.90 

N/A 
NIA 

Company 
Proposed 

$ 50.00 
50.00 
83.34 

186.86 
266.66 
533.40 
833.34 

1,656.86 

0.00 

$ 3.00 
4.00 
5.80 

NIA 
NIA 
NIA 

4.00 
5.80 

NIA 
NIA 

4.00 
5.80 

NIA 
NIA 

4.00 
5.80 

NIA 
NIA 

4.00 
5.80 

NIA 
NIA 

Schedule JMM-18 
Page 1 o f2  

staff 
Recommended 

$ 25.00 
25.00 
41.67 
83.33 

133.33 
266.67 
416.67 
833.33 

0.00 

NIA 
NIA 
NIA 

1.9500 
3.2500 
4.4500 

NIA 
NIA 

3.2500 
4.4500 

NIA 
NIA 

3.2500 
4.4500 

NIA 
NIA 

3.2500 
4.4500 

NIA 
NIA 

3.2500 
4.4500 



Appaloosa Water Company 
Docket NOS. WO3443A-114040 and 

Test Year Ended December 31,2010 
WO3443A-104143 

4" Meter IResldential. Industrial & Commerciail 
1 - 75,000 galkms 
Over 75.000 gallons 

First 75,000 gallons 
Over 75,000 gallons 

-1 
1 - 150,000 gallons 
Over 150.000 gallons 

First 150,000 gallons 
Over 150,000 gallons 

Rate Design 

2.00 
2.W 

NtA 
NIA 

2.00 
2.90 

NIA 
N/A 

Setvice Charges 

Establishment 
EstabNshment (After  ours) 
Reconnection (Delinquent) 
Reconnection (Delinquent) mer hours 
Meter Test (If Correct) 
Deposit 
Daposlt lnteresl 
Re-Establishment (Within 12 Months) 
NSF Check 
Deferred Payment (Per Annum) 
Meter Re-Read (If C o d )  
Late Fee (Per Month) 
Monthly Senrice Charge for Fire Sprlnkler 
Afler hours service charge 

s 25.W 
50.W 
30.00 
50.00 
15.00 

N/l 

20.00 
1.55 

15.00 
1.5% 

NIP 
"9 

* Per Commission Rules (R14-2-403.8) 
** Months off system times the monthly minimum (R14-2-403.D) 

"* 2.00 penent of monthly minimum charge for a comparable sized metar connection, but 
no less lhan $10.00 per mwth. The senrlce charge for hre sprinklers is only applicable 
for service lines separate and distinct from the primary water S8rvlc8 line. 

Service Line Charges 
518 x 34-lnch Meter $ 600.00 
314-Inch Meter 700.00 
I-Inch Meter 810.00 
1 l/Z-lnch Meter 1,075.00 
Z-lnch Turbine Meter 1,875.00 
2-inch Compound Meter 2,720.00 
3inch Turbine Meter 2.715.00 
3-Inch Compound Meter 3,710.00 
44nch Turbine Meter 4,160.00 
4-inch Compound Meter 5,315.00 
6hch Turblne Meter 7,235.00 
%Inch Compound Meter 9,250.00 

4.M: 
5.8C 

NIP 
NIP 

4.0C 
5.8C 

NIP 
NIP 

$ 5o.N 
loo.M: 
60.X 

1oo.oc 
30.N 

40.W 
1.59 

30.N 
1.59 

NII 

.. 

$ 1,200.00 
1,400.00 
1,620.00 
2,150.00 
3,750.00 
5,440.00 
5,430.00 
7.420.00 
8,320.00 

10,630.00 
14,470.00 
16,500.00 

Schedule JMM-18 
Page 2 of2 

NIA 
NIA 

3.2500 
4.4500 

NIA 
NIA 

3.2500 
4.4500 

$ 25.00 
NIA 

30.00 
N/A 

15.00 

" 
20.00 
1.5% 

15.00 
1.5% 

50.00 

H. 

5 445.00 $ 155.00 
445.00 255.00 
495.00 315.00 
550.00 525.00 
830.00 1.045.00 
830.00 1,890.00 

1,045.00 1,670.00 
1.166.00 2,545.00 
1,490.00 2,670.00 
1,670.00 3,845.00 
2,210.00 5,025.00 
2,330.00 6,920.00 

El 
$ 600.00 

700.00 
810.00 

1.075.00 
1,875.00 
2,720.00 
2,715.00 
3,710.00 
4.160.00 
5,315.00 
7,235.00 
9,250.00 



Appaloosa Water Company 
Docket Nos. W43443A-114040 and W-03443A-10-0143 
Test Year Ended December 31,2010 

Surrebuttal Schedule JMM-19 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates increase increase 

Average Usage 8,353 8 41.42 $ 62.85 s 41.42 100.00% 

Median Usage 5,652 34.80 69.61 s 34.80 100.00% 

Staff Recommended 

Average Usage 6,353 $ 41.42 $ 49.87 $ 8.45 20.39Oh 

Median Usage 5.652 34.80 39.47 $ 4.67 13.40% 

Present 8 Proposed Rates (Wiihout Taxes) 
General Service 518 x 3/4-lnch Meter 

Company Staff 
Gallons Present Proposed % Recommended % 
Consumption Rates Rates increase Rates Increase 

s 25.00 s 50.00 100.00% $ 25.00 0.00% 
1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
16,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

26.50 
28.00 
29.50 
31.50 
33.50 
35.50 
37.50 
40.40 
43.30 
46.20 
49.10 
52.00 
54.90 
57.80 
60.70 
63.60 
66.50 
69.40 
72.30 
75.20 
89.70 

104.20 
118.70 
133.20 
147.70 
162.20 
234.70 
307.20 

53.00 
56.00 
59.00 
63.00 
67.00 
71.00 
75.00 
80.80 
86.60 
92.40 
98.20 

104.00 
109.80 
115.80 
121.40 
127.20 
133.00 
138.80 
144.60 
150.40 
179.40 
208.40 
237.40 
266.40 
295.40 
324.40 
469.40 
614.40 

100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 

26.95 
28.90 
30.85 
34.10 
37.35 
40.60 
43.85 
48.30 
52.75 
57.20 
61.65 
66.10 
70.55 
75.00 
79.45 
83.90 
88.35 
92.80 
97.25 

101.70 
123.95 
146.20 
168.45 
190.70 
212.95 
235.20 
346.45 
457.70 

1.70% 
3.21% 
4.58% 
8.25% 

11.49% 
14.37% 
16.93% 
19.55% 
21.82% 
23.81% 
25.56% 
27.12% 
28.51% 
29.76% 
30.89% 
31.92% 
32.66% 
33.72% 
34.51% 
35.24% 
38.18% 
40.31% 
41.91% 
43.17% 
44.18% 
45.01% 
47.61% 
48.99% 



Appaloosa Water Company 
Docket Nos. W03443A-Il-OO40 and W-03443A-10-0143 
Test Year Ended December 31,2010 

Surrebuttal Schedule JMM-20 

Typical Bill Analysis wlth Infrastructure Surcharge 
General S@rvice 5/8 x 314-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 8,353 $ 41.42 $ 82.85 $ 41.42 100.00% 

Median Usage 5,652 34.80 69.61 $ 34.80 100.00% 

Staff Recommended 

Average Usage 8,353 5 41.42 $ 52.34 $ 10.92 26.35% 

Median Usage 5,652 34.80 41.94 $ 7.14 20.50% 

Gallons Present 

Present 8 Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Company 
Proposed % 

staff 
Recommended % 

Consumption Rates Rates increase Rates increase 
$ 25.00 d 50.00 100.00% 8 27.47 9.88% 

1,000 26.50 53.00 100.00% 29.42 11.02% 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17.000 
18,000 
19,000 
20,000 
25.000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

28.00 
29.50 
31.50 
33.50 
35.50 
37.50 
40.40 
43.30 
46.20 
49.10 
52.00 
54.90 
57.80 
60.70 
63.60 
66.50 
89.40 
72.30 
75.20 
89.70 

104.20 
118.70 
133.20 
147.70 
162.20 
234.70 
307.20 

56.00 
59.00 
63.00 
67.00 
71.00 
75.00 
80.80 
86.60 
92.40 
88.20 

104.00 
109.80 
11 5.60 
121.40 
127.20 
133.00 
138.80 
144.60 
150.40 
179.40 
208.40 
237.40 
266.40 
295.40 
324.40 
469.40 
614.40 

100.00% 
100.00% 
100.00% 
100.00% 
100.00?4 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 

31.37 
33.32 
36.57 
39.82 
43.07 
46.32 
50.77 
55.22 
59.67 
64.12 
68.57 
73.02 
77.47 
81.92 
86.37 
90.82 
95.27 
99.72 

104.17 
126.42 
148.67 
170.92 
193.17 
215.42 
237.67 
348.92 
460.17 

12.04% 
12.95% 
1 6.10% 
18.87% 
21.32% 
23.52% 
25.67% 
27.53% 
29.16% 
30.59% 
31.87% 
33.01% 
34.03% 
34.96% 
35.80% 
36.57% 
37.28% 
37.93% 
38.52% 
40.94% 
42.68% 
43.99% 
45.02% 
45.85% 
46.53% 
48.67% 
49.79% 
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